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IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT 
—and— 
IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


Commissioners: 


The Honourable MR. JUSTICE McGILLIVRAY 
(Chairman) 
—and— 


L. R. LIPSETT, ESQ. 


Session: 


CALGARY, Alberta July Sth, 1939 
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Henry Joseph Appleton,, Recalleds..-.... ‘10,680 
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EXHIBIT 451 
Part Submission on behalf of the 
B. A. Oil Company, presented by 
the witness A. H. Miller, dealing 
with bulk distributing points in 
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EXHIBIT 452 
nt of Marketing Costs 
applicable account provi drums 
for farm sales Province of ta. 


Year 1950) (By be lL Company... 2. Nee Nee B 


EXHIBIT 453 
tatement dealing with Provincial 
Gasoline Tax Acts in the .Provinces 
of! Tanada with ereph attached sini se.) : 10,637 


EXHIBIT 454 
Graph presented by the witness aA. H. 
Miller, showing gasoline prices 
decline while taxes rise, le represen-— 
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BXHIBIT 455. 
Statement presented by the witness 
Ae ee Wve ry LOL be Bw.) OL 
Company, showing marketing costs 
applicable to lubricating oils, 
greases and miscellaneous mercyan- 
186, S0id)in the Province of Alberta 
boy the) year LISS s/c)... PETA Jae LO Be 


EXHIBIT 456 
Statement produced by the witness 
Appleton showing gallons of fuel oil 
consumed in Alberta, 1938, with 
origin of products and % of Sales 
(breakdownof Exhibit "UTI vee ees Mele bod 
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ALEROD HGORBSRT MILLER, having 

peen recalled, examined oy Mrs Harvie said: 

Q Mr. Chairman, there was some information asked for, 
that we might file now. I think we can put this infor- 
mation on the record now. | | 
THE CHATRMAN: eae ‘p00a 

Q In the first place we were asked for the ree Hi the im- 
porters into Alberta of Montana products. My recollect— 
ion-is and.I.think Mr. Frawley confirms that, that at 
some time previously in the proceedings that information 
mas vecn Tiled. a9 an Sxhibit. 
WRe FRAWLEY: Ohno. (Me Timgorvers jeune re 
is; tnere was a very sketchy statement filed by Mr. 
GCottze in connection with the pipeline run whieh showed. 
the gross importations ~ think from Montana. Unkess I 
am quite wrong I do not think there was a single figure. 
MR. ti.RVIG: My impression is and I will 
Cice. thats in any event 17 is 4 difficult ficure for our 
Company, to get. “Really the best way to g6%,it is from 
the Customs and maybe Mr. Frawley might be able to get 
that better than we can because it is very difficult for 
US. 
MR, FRAWDEY: fi wish I had yesterday's 
transcript. Mr. Miller was telling us yesterday he had 
sent a man down there and he had got a lot of guotetions 
but I imagine he got a lot more than quotations, he got 
some information with respect to the extent of the pen- 
erre,ton Of Montene gcesoline into; this Provineée and I 


questioned him as to the extent of that penetration and 
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I was putting it to Mr. iiiller and I wanted to know, he 
said he thought it had gone pretty far, as far as Red 
Deer anyway, that is exclusive of the Texas of course, 
we know that, and I asked Mr. Miller if he could sup- 
plement his evidence by showing the extent of those im- 
portations, where they were going because I thought it 
would be of little value to the Commission without that 
information being available. 

WITNSSS : we will be glad to supplement 


it to the extent of what is our information. 


THE CHAIRMAN: That is all that can be re- 
quired. 
MR. HARVIE: i sthink Mr, Frewley can 26% 


it completely, from the Customs Department. 

WITNESS : Vn. aS SOU Sand ii. 
Harvie,—that the place.to gét the real information 

of the actual importers together with the prices, is 

the Customs, through the Customs Department at Ottawa, 
all of which is available. when they clear the Customs 
at Coutts they have to submit invoices together with 
their prices for the commodities that they are bringing 
in. 

MR. FRAWLEY: There is a man that I can get 
Lv eros heels, COmmie 8b noon time to give a further 
tabulation, that is the Fuel Oil Tax act Inspector, irr. 
Appleton, whose business it is to check and see that all 
gasoline pays taxes, that is the Provincial Fuel Oil Tax. 
Now he would know more about it than anybody. 

THE CHATR VAN: Yes, £ would think so and 


you would get &@ more accurate result. So far as Mr. 
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ae HH. Miller 


Hervie's client is concerned he can only speak of his 
Own knowledge. 

MR. FRAMLEY: AS\ a Matter or tact, yes, 
ancrvEtvseems to" me’ > would be diftlicult for Mr, 
Harvie's people to say very much about that and I only 
brought it up because Mr. Miller was making a point 

that there was a great dissemination of lontana gas- 
Ooline in this Province and my counter was that there 
probably wag but it was confined to the Southern’ fringe. 
WITNESS: Notvoniy in this Province but 
in the Provinces of Manitoba and Saskatchewan, all the 
way from Coutts by truck, in 1958 the trucks were go ing 
as far Hast as Brandon, Manitoba, and they were going as 
far North as North Battleford, Lloydminister, and other 
parts in Northern Saskatchewan but the major vortion I 
believe of-those importations were to alberta, although 
Wercean five you, il vow want them) te reat ricures inte 
the other Provinces. 

MR. FRAWLEY: Anything you can give us will 
be very useful and we’wil supplement it if; we can. 

MR. HARVIE: There was another item and 
that was, we were asked tc supply in more detail the in- 
formetion we received as to the prices at which refined 
products could be purchased for export from Montana Re- 
fineries. In looking into that we have come to the con- 
clusion that the best way to present that would be to 
call and present as a witness the investigator we had 
TOUWORtHGt. He 1s in hesinea and he will be here shortly. 
THE CHATRMAN: Very good. 


MR. HARVIE: (hetnmexrt "hvemvi think Ds; we 
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were asked to fill in in Graph 9, and possibly if you 
would refer to Graph 9, there was an item we were asked 
to fill in which was the 1938 percent,whit¢h was left 


blank on the Graph. 


THE CiALRMAN: Which Graph is that? 
MRe HaRVIE: That is Graph 9. 
WITNESS: Showing the 1954 to 1938 tax- 


able figures for the Provinces of Manitoba, Saskatchewan 
and Alberta; the percentage of the total yearly sales 
for the four months" periocd,. July, sugust, September and 
October in 1934 was 39.1%; 1935, 51.4%; 1936, 50.1%; 
1937, 44.1%; 1938, it increased again tc 47.9%. 


Ae peLe toe i aure esked fo 1? 


Yes. 

MK. FRAWLEY: 1968 was what? 

MR. HARVIBE: 47.9%. 

MR. HARVIE: Then while you have your 


graph, Mr. Chairman, we were also to give additional in- 
formation in respect to Graph 10.. We were to add par- 
Diculars as to whether the figures in the Chart reft- 
SUrod tO clne. tlmires Of ithe, Be. A. Company veone. or, she 
SQ ogee rOvincsal Wands Miller To thinkioan sive. you 
that now? 

Thet was, Mre Chairman, if that was placed opposite the 
various things, consumption taxable products, consumption 
taxable products refunded, and so forth, it might more 
Clea Veer pucoulorly ar terwerde in reference ,to,.the 
evidence, Woumorescleors, The Tirst,one,|.consumption of 
taxable products is Provincial; the second one, consump- 


tion Of taxable products refunded is Provincial; the car 
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registration is Provincial; the amount of marketing ex- 
pense is the B. a. picture only; the amount of market- 
ing expense less bad debts and drums write-offs is B. A.; 
sales of all products, tank waggon, gallons is B. A.; 
cost per gallon is B. a. the tractors are frovincial. 

Q MR. FRAWLEY: low going back to that cost 
per gallon again, while we are making corrections and so 
that it may not be forgotten when this is looked at weeks 
from now, cannot we add there "tank waggon prices" after 
that? 

THE CHAIRMAN: lo heve a note rere) eoet)/or 
tank waggon buyers in cents per gallon". 

WITNESS : Well’ Mr. Chairman, 2 weesreL 
thab error. i found: an explaining this yesterday that 
there was considerable other things arose and I should 
correct that right now and say that that green line and 
the words "cost per gallon" with the dates, starts off 

at 100; at 5.96 cents; that 1s cur marketing \eost at 

L0UP G.oD Gents. VAG Ley it) was 5.07 cents? (eu a50 at 
Was 63260 Gents; IVS), 6.15 cents; L962, 6.783 1965, 0.355 
1954, 5.463; 1945, 56.04 cents; 1936, 4.94 cents; and at 
the @€nd of 1957 it was 4.41 cents. The 1958 we will give 
you in the third brief when we present the marketing 
cost. 

Q MR. FRAWLEY: You are giving us what that 
consists of of course, those tigures? 

A We will give you that. 

Q MRe HARVIE We were also asked for ad- 
ditional information, the first being the personnel 
change as a result of the new distribution system and I 


think lin. Mibler you Might nave some remarks: on that and 
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IT Will just, you can either read thet into the record or 
put it in, this should be read into the record but there 
is some additional information which might be filed just 
Ss Ux bits. “Mnis Tithing should) Jusuupe read 1nto) tire 
record? 

In 1958 the British American 
Oil Company, Limited, operated in| the Province of alberta 
é1l2 Bulk Plants of which 160 were warehouse and tank 
DOANUS and bopeine warehouse DOlnisionly yy ih wine, “Leas, 
the Company was operating in the Province of alberta, 23 
Company operated Main Breneh Distributing points and has 
Gmore yeti to be completed, which will then give! a’ total 
Of Sl Mein, Brench Distributing voints in the) Provinee. 
These Main Branch Distributing Froints are servicing to- 
day approximtely 232 Dealer Distributing Points where 
the Company has or is installing underground storage 
facilities with warehouse for supplying the local farm 
trade. 

Then in 1938 the ‘Comoany 
owned and operated 15 trucks for the transportetion and 
distribution of petroleum products, and as of June, 192°, 
the Company was using 51 trucks for this work. 

Phe MuUumver OT persons employed 
in the Divisional Offices at Calgary and “dmonton was 40 
in 1958, but with the centralization of the Company's 
accounting and credit facilities at Regina for Western 
Canada, the number of persons then engaged at the Calgary 
and Edmonton district offices was reduced to anproximately 
ie. Similarly, the management as at December, 1958,.con- 
SISted OL 6 andvias of June, 1939, was 5... The old method 


Of marketing necessitated the use of 4 auditcrs and as 
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of June this year, under the new system; this was re- 
duced to 1. In 1938 there were 10 salesmen in the 
Province of valberta,and as of June; 1969; there were 11: 
Other persons employed in the Company's warehouses at 
Edmonton amd Calgary, and for the transportation and dis- 
tribution of its products eas at December, 1958, was 30, 
and as of June, 1939; the number so employed was 103, 
who were located at the various main branch distributing 
points to which we have preyiously referred. Therefore, 
the Company's payroll, exclusive of the refining staff, 
in, December, 1938 was 90.as agéinst.a total of approx- 
imately 131 in June 1939, who were in the Company's 
employ. 

The number of Company-—op- 
erated service stations located in the Province of 
Alberta has remained unchanged ‘at 27s 

AS previously mentioned, we 
are still in the transition period of our new distrib- 
ution which we do not anticipate will be completed until 
the end of 1939, at which time we estimate the number of 
Dealer Distributing Points from which farmers can be 
supplied will be possibly 500; and which will be added 
to in line with convenience and necessity. 

AUtEACIVEd tO that is. a break- 


down of that informtion that you asked for, Mr. Frawley. 
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of tank points 


" W "W v 


Warehouse 
all Means ry 


Number of i:ain Branch 
in operation 


in operation 


v 


Disuripupion Points 


Naaber of Deuler Distributing Points 


serviced by main branches 


Nuaber of Company-owned trucks operated for 


transportation and distribution of Cornpany 


products 


Number of persons employed at 


Divisional 


Offices at Calgary and dnonton 


Number of persons employed in ..anegenent 


élberta business 


Number of auditors euployed in 


Jloerta 


Number of Selesmen employed in Alberts: 


Number of employees at warehouses, 


trucks, eta. 


Number of employees on Gotpany payroll 


in tne. Province, 


excluding refinery staff 


Number of Company operated Service 


Stations in sjlberta. 


the bulk tank points in 1936, 


totalling 100, the numes 
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of which you wsked for yesterday. 
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BULK TANK POINTS IN aLSERTA - 1938 


‘Alliance 
Amisk 
Andrew 
Athabasca 
Barrhead 
\Bashaw 
Wawlf 
Geaverlodge 
Berwyn 
VWBonnyville 
Boyle 
Breton 
Bruderheia 
Walnar 
Wamrose 
Castor 
wWlandonald 
£lyde 
Lolinton 
Wonpeer 
Wonsort 
Coronation 
Waysland 
yvberwent 
wewberry 
vidgerton 
Yodnonton 
Ladson 

VibLk Point 
ivansburg 
y¥airview 
Wahler 
ast 
vVGrande Prairie 
VGrinshaw 
Hardisty 
WViigh Prairie 
Holden 
Hythe 
Jnnisfree 
rma 
Alias 
Ait scoty 
JAL& Gombe 
/Lanont 
Wavoy 
J/Leduc 
Legal 
vaanville 
Jnarwayne 
Millet 
Aionitor 
A.orinville 
JAiundare 
Wayrnan 
wParadise Valley 


Peace River 
VPicardville 
/eonoka 
Jerovost 
Vs imbey 
Y“ayerort 
fayley 
i- Peul 
YVoedgewick 
/Sexsmith 
Yomoky Lake 
Yotettler 
“stony Plain 
yvotrone 
ylawatinau 
/Ylherein 
\fWhorsby 
yrofield 
Miwo Hills 
Wegreville 
\Wermilion 
WVilna 
ywiulinwright 
fanhan 
yiaskatenau 
wiaterways 
_Menbley 
- Westlock 
VAetaskiwin 
Mhitelaw 
Willingdon 


vicadia Vulley 


ywai Cle 

Banff 
YW#arons 

V¥B8 SSano 
wWeiseker 
vBowden 
vwBow Island 
VBrooks 
Malegary 

i ar bon 
wVardston 
waernangay 
arstairs 
Cereal 
Chanpion 
~Chinook 
vUlare sholm 
VCraigayle 
Wrossfield 
WWelia 
Yjidsbur y 
Wruuheller 


SEE er eee we 


\Wiekville 
ywilnora 
Wapress 
\ftzikon 
VForeniost 
VFrank 
“vrleichen 
yweranua 
Manna 

wiigh siiver 
Wuxley 
wnnisfail 
Wrricana 
wWoffre 
wVathyrn 
Lethbridge 
/JLonond 

Via cleod 
\zaadden 
Viagrath 
Wiediecine Hat 
WViilk River 
Wuwiorrin 
Viossleigh 
Via nton 
AMobleford 
lds 

Wren 
vVParkland 
VPicture Butte 
vVPincher 
youeenstown 
yakaymond 
ywned Deer 
Aockyford 
Yrocky iwutn.House 
Moibbald 
Standard 
vbtrathnore 
/sylvan Lake 
Taber 
yehree Hills 
yfrrochu 

yvrur in 
Viurner Valley 
Wauxhall 
Wulcan 
\harner 
Aoungstown 
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Total Tank Points - 160 


> 


+ 10,681 = 


Attached to that are the bulk ware- 


= ©} 


house points,in Alberta in 1968 totalling 52. 


BULK wAREHOUS# POINTS IN viBalt, 1948 
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Arrowwood 


ALi 
\wleondale MBenalto 
on Accord Blackie 
vWheuvin YBr a nt 
wWlairnont “eochrane 
VGlive Delburne 
wwonalda Viilda 
vwedberg “rvine 
frorestburg Weslieville 
ort bask. Aew Dayton 
vGibbons Wkotoks 
Hay Lakes \Rosebud 
Meinsburg ynowley 
JHughenden /nunse Vv 
slay Sunnyslope 
Aelsey AValwell 
Kingsian wrravers 
Minsella fiimborne 
Vuanola 
VWcLaughlin 
Minburn 
Mew horway 

noway 
\Pibroch 
yveadway 
vkanfurly 
\et ° silehael 
angudo 
Mpirit River 
\treaustown 
YSpruce Grove 
wweteran 
Wingy 
Yfilldwood 


Total Warehouse only Points —- 52 


Those siake a grand total 
of Tank and warehouse Points, as of Decenber, 1LYSS, 
21k. 

ill of these with the ex- 


ception of 61 points are being converted to Dealer Dis- 


tributor points with farm sales facilities. 


: 


Attached to that is an ad- 


ditional list of Dealer~Distributing points that have been 
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established up until June, 1939, the total number of 


which are 46. 


ADDITIONAL Dis\Luk~DISTAIBUTING 
POINTS ESTABLISHED UP TO JUNK,19689. 


VWirdrie 
\sinden 
Wine Lake 
woundre 
VBenton 

VGeil 

fico sena ry 
Yocanaia 
VBarnwell 
YPurole Springs 
ywRretlew 
ywoeven Persons 
ywuelsh 
Ysinba aot 
VPincher Creek 
Ailiehtingale 
“Wlarburg 
wubdurndale 
oilver Heights 
vote Lina 
Wlutbush 
Wepp 
sreencourt 
vrederal 
Yiltario 
“iarspite 
vHazelaine 
waarvuick 
Vinland 

“oka re 
/Rusvlvie 
Lea Park 
Whaton 
ywntwhistle 
ynound Hill 
VBentley 

Wh Loe 
Vherhill 
Wlussar 
Marvel 
Virnena 
Leedale 


meking ¢ grand total now 
Oices DON s Opus liao peratione: <The total of. £e 
distributor points is arrived at by adding total tank 


and warehouse points converted, less $1 remaining as 


Ke He iiller 
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~ 10,633 ~ 


main branch distribution points and edding new points op- 
erated in 1989. 

I think that was the infor- 
mation you asked for, wir. Frawley. 
phe FRAWLLY: LES « 


Andi have to make a further correction, 


uke HARVIE: Just a minute, in this con- 
nection? 

No. 

THs CHATHuAN: You are offering these state- 


ments as one Wxhibit, :ire Harvie? 

eRe HARVIG: Yes, ur. Gheairman. 
(STATAA.XNT PRODUCED BY THs 
JITNSS Hob wAR UID v8 
ESET BS MAT, 

iuRe FRAWLEY: Before we leave this uxhibit 

then, ure ijiller, I am just anxious to get the position as 

of today's date and you have it before you, have you, you 

say you have a total warehouse only points 58? 

As of 1928. 

Now then what is the comparahle figure for today's date of 

that, June 1949 for that, the same? 

Just as I said, ir. srawley, on the last page there, there 

is a total number now of dealer cistributing points in the 

Province of 242 points. 

Of £52 of the dealer distributors? 

That is right. 

And you have an addition to that 31 or S52? 

64 remaining is main branch distributing points. 

And those are the only, those are the only two class- 

{fications that you have now’ 


Correct. 
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50 that we have 26% points then at the sio1ent at which 
your products are distributed? 

I would like to make this clear again, .ir. Frawley, how- 
ever, that what I have said here is the objective which 
will be made this year. You I think can understand that 
it is very difficult for me to say here that the picture 
is exactly as shown to you; for instance there ight be 

a few of the old ugency points now undergoing transfer 
from the old agency points to the new dealer Peet cisitor 
points. By that I mean this, where we were on the rail- 
way we may have sone tanks still stunding there that are 
not being used and have not been cioved out yet, or a 
Warehouse wlght be there and not have been taken down and 
rebuilt in the town, which is our intention at all points; 
in other words there is, you have to have a little elas- 
ticity with that picture which I have given you because 
we are still working. ‘Je have about 28 gangs in the Prov=- 
ince still working and therefore I uo not Enow today the 
exact position of every point. 

No, and I do not want to try and tio you dows to anything, 
I just want to try and get the best picture I can of your 
marketing operations now anc say reasonably so for the 
next two or three weeks even, just teking it then as at 


the end of June---- 


THe CHALTuAN: You Have tse 
wohl iiSS: Here you have it. 
ite slr ds ydudbaes I wanted to be sure LI heave 


it, I have $1 main distributing branches and 252 dealer 
distributors? 


Correct. 
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Q So that we have soé points in the Province at which your 
goods are available in bulk to wholesale purchasers? 

y3) (uite right. 

@) THE OHA TR. is sna that is the best in- 
form tion you have as of the present situation? 

A Yes. 


wR. HARVIG: “we were also, sir. Chairman, 
asked for and we offer a statesent showing the savings 
Which might be effected by the elinination of the 


practice of loaning drums. 


THe CHALTIWAH; Yes. 
hk ¢ -HAnVIgs: de subnit that as an ix- 
hibit. 


(STATRUIEND PRODUCHD BY THi 
WITNESS: Hak i a ED AS 
HXHEBIT "456"). 

THE CHALIViA NN: Ang 1 would 2ike tevhear 


that one read. 
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TO ee 


Stalin wT OF phil eT IuG vOsls avPLICaBLu account 
PKOVIDING DRUMS FOR Fari. SALES, PROVING OF 


HLbok Ta. Dipl iieeliee ie BLT SB 9,10) 
Drug Investiient y e201, 859.05 
LP WANS LS 
Depreciation 66,185.94 
Interest LEOIe OF 
(I think that interest is made up 
on the basis of 47) 
Freight on return empties to 
main stetions for repeirs Be ie seo 
Repairs and Painting,that is iret Las Wd 
general maintenance of the Gruuas i 5 
hiaking a Grand Total of ~ POO ,498'. 5S 


eee re rat ser eee sane ety were ee ee eee 


de Galculate that on a cost per 

gallon calculated on total sales 

of white products and lubricat- 

ing oils, and it is .284 cents per 

gallon, which is as nearly approx- 

imate as we can get it. 
Lite GAKVIL: The next item I believe was 
a schedule of the history of gasoline taxes by ail the 
Provinces. we would like to subiit that schedule, ac- 
cOfpanied by some graph, which shows it also. 
we gade a stateuent covering the Provinciel Gasoline Tax 
Act and the dates effective and the rates of those taxes 
since inception, covering the Provinces, Prince idward 
Island, Nova Scotia, New Brunswick, (\uebec, Ontario, 


ianitoba, Sasketchewan, Alberta and british Columbia , it 
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~- 10,6067 

covers the various months. 

G, How many graphs have you to cover that? 

FS) with that we have prepared a graph showing the gasoline 
prices together with the gasoline taxation from 1925 to 
1959 covering the Province of Alberta, which shows that 
the gasoline tax has increased in proportion to the de- 
creases that have been made in gasoline prices by the 
industry. It also shows the schedule of the taxes on 
the graph from 1925. 
THu CliATIG.A Ns fou are offering the state- 
ment and the graph as one? 
he HARVIE: I think maybe as one sxhibit, 
ute Chairman. 


(STAT. ENT AND GRAPH PRODUCED 


BY TH JITNESS Hulk iARCED 
AS UXHIBIT "453"). 


Whe HARVIE: Ghat will be one statement 
and one graphe 
WITN #553 I may add to that graph that 
is shows in the first line the service station price plus 
the taxes; the second Line shows the price without the 
taxes. 
TH CHALKiuaAN: Have you copies of the state- 
ment associated with the graph? 

A Yes, we have only one of the statement. 
Tilt CHAT AN; It is very convenient where 
we have copies. 
ite HARVIL: Yes, it is just an error this 


morning, it was prepared rather hurriedly. 
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PROVINCIAL GASOLINw TaX AGTS 


Dates itective and kates of Dax 


Province _ 


Prince udward Island 


Nova scotia 


New Brunswick 


Quebec 


Ontario 


wanit oba 


Saskatchewan 


Alberta 


british Columbia 


ane ee epee ree area 


rae wee ere men 


Dates Gasoline Tax 
ites becuie effective sates per Gallon 
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(refund 


(refund 
{refund 


(refund 
(refund 
(refund 


(refund 5 


(refund 


(x) when gasoline is used by farm tractors, fishing boats and 
for other stipulated uses, the total tax paid is refunded 


except in the 
refunded as noted. 


(7) Effective January 1, lyés. 


jestern Provinces where only a portion is 
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WITNESS : je also wish to submit another 
gruph, four or five copies, which shows the gasoline 
prices decline while the taxes rise; the average annual 
price of standard gasoline in twelve representative 
Gities in Canada. It first shows the service station 
price plus taxes; the second the price without taxes. 
nite HARVIE: We might mark it first and then 
WexvWill: have, 1b in front of us. 


(GRAPH PRODUCED BY THE, JIT ESS 
Hani wshckD 4S EXHIBIT 454"). 


wWITHESS 3 4nd the bottom line shows the 
average Provincial Gas Tax increase throughout the years; 
in other words since 1927 the taxes have increased in 
proportion to the decrease in the price of gasoline nade 
by the industry in those vérious cities. Je refer to 
that as an indirect tax, which indirect tax is that 
portion of taxes which increases the price to the con- 
sumer and retards increased consumption which otherwise 
would have resulted due to the economies that have been 
passed on to the consumer in reduced prices. 

Mine PRAWLEY: I sincerely hope you are wrong 
abouy it being an indirect tax, ir. willer? 

Well I think you Know whet I mean, iire Frawley. 

iL think for your purposes<-~- 

It is true we collect that tax for the Government but 
nevertheless the consumer pays that tax and so far as 
our industry is concerned we consider the tax as in- 


direct. 
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A. H. Miller 

q MR. HARVIE: <Any further comments to make on these graphs? 

A No. 

Q WOULd You! just ieeleretovthe teraph 341) pies. ¥ 

& THE CH -IRMAN: I want to be sure TF understand, Mr. Harvie. 
Take Number 454, Service Station Price Tax. Explain to 
NTH SP ea ol a 4.6.8 

4 thet lsotservicersstation price plus ‘tax? 

Q Yes, plusrtax? 

A That is the service station price plus the tax. 

Q Yes? 

A And this is the price without the tax. 

@ Oh yes? 

A Tteshows \theorelationship of the price declining but the 
price to the consumer being maintained by virtue of the tax. 

C The average provincial tax? 

yn Has gone, up steadily to there. 

Q Poem tet OF ROLLED TOVMLECES Gfiltiuae bervat 

A Doak 1S. lope represente vive \Canegi an wc itbessanthnat takes 


ti cenada. «lhe othe r-one.is >for the Provines of, alberta. 
Theat one iis alberta... ner ,shows, tae tank truck price plus 
Viewmvess ellis SHOWS Une etank Truck price without vax. 

In other words, they have maintained their relationship 
alti through. \4s. the tank, wagon price on gasoline has 

gone down, the tax has increased, making the ralationship 
equal all the way through. In other words, there has been 
no reduction to the consumer. and this price increased 

up through.......... Mies ted wort with Pein load. » Lt 
mec oe in 1929516¢ in 1964, and 7¢ on April lst, 1957 
icone rrovines of Alberva,. 


MR. COMMISSIONER LIPSETT: Has there not been a reduction 
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cn rie a 


a} 


ie - 10;641 < 


ee ma. Miller 


in the price, notwithstanding View, Mr Mi iter, trom 
og in 1926 (to 25¢ in 1929? 

A Yes. The big decline took place in 1936 with the 
reduced prices on crude, when Turner Valley came in, 
and so forth. It gave a steep decline in thé tank wagon 
pnice. 

a From 1936 to 1939, notwithstanding the tax? 

A Yes. There is a difference of lg. In other words, 
the tax was on the increase in 1936 when prices started 
to reduce in the Frovince of Alberta, the gasoline tax 
WESkOG;, Taendtongsorileist, pose, itiwas Belsenuue 2¢ 5,9 to 17d, 
which now remains. 

Q Yes, thank-you? 

Q@ THE CHATRMAN: dnd this refund on the side of Exhibit *453” 
is the .refund to. farmers? 

A Yes, at ;those dates. For petroleum produets, taxable 
petroleum products used in implements for agriculture. 
They have changed from time to time, Mr. Chairman, accord- 
ing to the various provincisl regulations that might have 
been applied. In other words, sometimes the farmers get 
back the entire amount of the tax they paid in some areas 
in Western Canada, and in some provinces they get back 
part of it, which makes the fluctuation. 

Q Do T understand this aright, that the Alberta tax is the 
same as British Columbia? 


VOetsgs Vals age 


bo 


Q And the Sadkatchewan and Manitobaand less than all other 


provinces right now? 
A Correct. / Thetis right, sir. 


Q £s Major Lipsett points out, it is really less than Manitoba 
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we se Miller 


because there is less of a refund. 

g MR. COMMISSIONER LIPSTTT: You mentioned sonething about 
tne effect of the 8¢ tax in’ Ontarioy Mr. MTiier? 

A Tests rs 

Q in reducing distribution. What has’ been the effect oF 
the distribution in those three Meritise Provinces with 
the l0¢ tax that has been in existence for a considerable 
time in vrince ®dward Island? 

& The season has not advanced sufficiently to be able to 
guage just what will havcen. The opinion of many is that 


a detrinent to their 


a0) 


Mievicns ir soralece lt wSeieol ne sto op 
tourist traffic. -In the Frovince of Nova Scotia and the 
rrovinee of New Brunswisk the last few years they have 
spent millions of dollars putting in hard-surface highways 
to encourage particularly american tourist travel, in 
addition to inter-provincial travel from “Ontario. and 
Guebec, considering thet to be one of their main industries 
in New Brunswick and Nova Scotia. Many opinions are that 
the increased tax is going to re-act unfevorably, not only 
by possible lesser consumption by ths motorists in their 
own province, but particularly with the motorists from 
other provinees or American tourists, who find they have 
to pay a tax of 10¢ per gallon. as I said yesterday, that 
tax is equivalent, or not equivalent, but the tank wagon 
price in some points there is 14°¢ a gallon ond 1l0y added 
to that in tax, making it 244¢ and making the retail price 
to the consumer 29¢ and 30¢ a gallon. 
q GR. GRAV LEY: It @s that in Caleary, is 1t not? Ethyl 
gasoline is about 294¢? 
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i at the same time, Mr. Frawley, the Maritime -rovinces 
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A. UH. Miller 


are like Ontario and Quebec, are moreeconomically 

onerated than the Frovince of Alberta, and while the 

prices have been reduced considerably and present tank 

wagon prices are low, the fact remains that the product 

to the motorist is just as high as it was several years ago. 
Q Ser l-sayy wan not making eny poant.of divav,obaw. Bau you 

spoke about 294¢ gasoline in Prine- Tdward Island with a 

10¢ tax, and we have 294¢ gasoline in Calgary with a 7¢ tax 


A Towill, say it is anywhere from 293¢ to Sl¢@. Tam not quite 


& 


eure, but] could Look 10 un if /yourwiech 10. vine yese (ust 
an apcroximate figure. 

Q Tie GHATRMANS: At any rate, you say the analoey is not a 
Proper One because of Conditions in the West, whe marketing 
GOsts present a wholly difierent picture than tne more 
populous centers in the Hast? 


b Yes,..Sirs 


All right? 

MR. HARVIE: There was just one more item, and that was 
in connection with Volume 1 in the information scheduled 
Lubricating Oils and Miscellaneous Produots Sold. On 

Page 5 of that Sohedule. There were items under summary 
sales value and merketing expense and net profit. An item 
of marketing costs of 784,653.93, and administration of 
~18,712.02 that we were asked to file a break-down. I 
think thet might be done. 

MR. COWMISSIONER LIPSETT: I am sorry, I have not got 


your reference. 


WR. TARVIG: In Volume Ll. 
MR. COMMISSIONER LIPSETYs Yes. 
MR. HARVIE: It is really just the first 
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H. Miller 


schedule after the written brief. 


that are folded together. 
MR. COMMISSIONER LIPSETT: 
sehedule of Lubricating Oils? 
MR. HaRVI: 
THE CHAIRMAN: 
Exhibit? 

MR wiHARV LE: 


Mr. Chairman. 


MR. HARVIE: 

is self-explanatory. 
MR. FRAWLEY: 
MR. HARVI®: 
Volume 1, 
MR. PAAWLEY: 
asked for? 
MR. HARVIE: 
MR. FRAWLEY: 
Hewes uit, 


MR. HARVIE: 


there, are five pages 


Theat is the one headed 


Ves, 00 Pagenciot That. 


YOu are making his an 


think we should, 


(DOCUMENT IN QUESTION 
MARKED MXHTBIT “455''} 


IS NOW 


That stavere nt, Went 


vhen was this requested? 


it the time we were tiling 


and referring to these figures here. 


is this wheat Mr. Uetrie 


Yes. 


LD Vs icy ere lain eu eet 


but he may be here this afternoon. 


het 2S everytine, TI think, 


we have been asked to supply, lir. Chairman, up to date. 


Now, Mr. Miller, 


T will. now go back to Page LO, 


and I 


Marketing Costs, 


if you will proceed where we left off? 


in Volume 2, 


would like to refer you to Graph 10-A, which is submitted. 


That is a similar picture to the one we discussed in the 


Province of Alberta, known as Graph Number 10, exoent it 


covers the three Prairie Provinces in which we operate, 


Manitoba, 


Saskatchewan and Alberta. 
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and to further support the peculiar uperation thet we 

have in the West, in the wide fluctuations, that you 

mieht be interested in that combined three Prairie 
Provinces’ picture, First Sterting off geaih at 100, 

May I just make sure, Mr. Miller, that the same remarks 
apply to this graph as to Graph 10, as to whether it is 

Be. As Tigurés or others? 

Wiel fOme TOsbuAts. ‘sbantane Orl at LOG 1a ivso we start 
with consumption of taxable products, which is Prairie 
Provinces. In other words, the three provinces. Consumption 
of taxable products refunded is also Prairie Provinces. Car 
registrations are Prairie Provinces. Amounh of marketing 
expense is British american. Amount of marketing expense 
less bad debts and drum write-offs is British American. 

tne CcOBU ver gallon ib cents in’ British American, 1Gost 

per gallon covering these three provinces between the years 
1928 end 193’, 

And sales of all products tank wagon? 

Sales of all products tank wagon. 

yeni mine Ta USB. A, Preiris Provinces? 

The consumption of taxable products is prairies. Consumption 
of taxable products refunded is prairies. Car registration 
is prairies. Marketing expense is British American. 

Yes? 

Amount of marketing expense less bad debts and drum write- 
offs is British American. Sales of all products tank wagon 
is British American. Cost per gallon is British American's 
eost per gallon 1928 to 1937 covering the three Frairie 


Provinces as shown on the graph. 


MR. FRAWLEY; What puts that cost up so high, Saskatchewan? 


7 aPLOAGL G6: — 


uu. Oo. Miller 


It is away up over Alberta's marketing cost? 

A Yes. It is mainly Saskatchewan, Nir. frawley, where, 
the last five years, as you know, conditions have been 
very, very adverse. A drought area cf large size, 300 by 
250 miles, and as a matter of fact, that extended away 


north particularly during the years 1932, 1933 and 1934. 


Q “ould you mind giving us the same figures you gave us 
on the Alberta Table Number 10 starting at 5.36 and ending 
at 4.41¢. Have you got the same figures for 10-A for that 
marketing cost? 

A f.can give you those, Mr. Frawley. But in dealing with 


Volume 3 under marketing costs it will show that picture 
and at that time we can mark them right on that graph. 
I would like to say, too, that as far as Saskatchewan is 
concerned, when we spoke yesterday of us havine to look 
at the over=all picture, I pointed out that the prices 
are not increased in any area to take care of areas where 
conditions are..bad. But lt would say this, if we had been 
operating as an individual company in the southern half 
of Saskatchewan with our refinery at Moose Jaw over the 
last five years, I think we would have just been about 
ready to go out of business. In other words, conditions 
have been such that they have been bad, but nevertheless, 
we have had to stay in there. ‘Je could not pull out any 
more than we could out of any other area. 

Q MR. COMMISSIONER LIPSETT: In Moose Jaw, you are using 
Turner Valley crude altogether, Mr. Miller? 

A Yes, sir, we are using Turner Valley crude for all the 


Prairie Provinces. 


Q MR. FRAWLEY: You are not using much in Manitobe, we are told? 
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A. H. Miller 


é There is no business, Mr. Frawley - when I say all three 
western provinces - our business east of Winnipeg running 
to the Ontario boundary does not amount to a row of beans, 
There is not any business down there, until you get down 
to Ft. William and Pt. Arthur, "So as I'say) we ship oun 
requirements into Manitoba from our Moose Jaw refinery, 
which products are refined from Turner Valley crude. 

q Up to what? ‘fe had some evidence to the contrary, ana 
I just want to be. sure about that. Are you not sending 
your Ontario-made gasoline back into the Winnipeg market 
this year? 

A Very little, Mr. Frawley, into Winnipeg city. Not coming 
west to Winnipeg now. ‘Je changed those assignments. “"e 


ship from the west. 


Q That is very interesting. “e have not any information 
on that. At some time you might elaborate slightly on that 
Sora bo put Us right on it.) Bast” Texas! crude has * nov 
invaded the “estern Canada market very appreciably as far 
as your company is concerned? 

ri MR. HARVIE: Tias noth to put. yourrTient. 
IGvis to put you up to-date. 
MR. FRAWLEY; I am not complaining. I just 
stumbled on it and I want to make it clear. 

A Well, Mr. Frawley, maybe I had better answer it this way. 


One time the City of Wirnipeg was not a suitable point for 
refining purposes, but today it might be in view of the 
Tllinois and Fast Texas situation. But having no refinery 
there, we ship from our Moose Jaw refinery into Manitoba. 
There are some products going into Winnipeg from our 


terminal at Ft. William, but very little. 
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You mean some speciel products? 

There may be some White easoline and some Diessl fuel. 

and that is only because of something peculiar, that is 
Bove CCCAUSE a ele cn cs. 

fell, as a matter of fact, I can say Tish new Lt as just 
a matter of changing our assignments to suit our general 
Operations in the best manner we can. We have been troubled, 
as you know, You know our picture in Alberta during the 
past year. “ie were operating in the Province of Alberta 
as I said the other day with our Coutts refinery and with 
Montana crude, Thst picture hau to be changed, and we had 
to construct a new refinery here. 

this is perhaps. . a digression and TI wontt delay you 

any longer. You say as distinguished from the Imperial Oil 
which finds it necessary to send Sarnia-made gasoline as 
far west as Portage la Prairie, that the Regina refinery 
Convo SUpPLyaeOr CannoL resist, the pressure of Tilinois 
erude to the extent of sending it any further east than 
Portage la Prairie, with Turner Valley-made gasoline, the 
British American on the contrary from a greater distance, 
or namely, Moose Jaw, has held the winnipeg market, which 
is really all of Manitoba worth speaking of, held that 
market for Turner Valley crude? 

Practically all the Manitoba merket, we are now, yes. 

ALL rient? 

One of our reasons for shipping it down there last year 
was because we were dragging on bottom in Montreal, where 
we had to increase our capacity 34% and not being able to 
supply sufficient material to the Clout oem peg Or Our 


terminal at Ft. “illiam, to sunnly the City of Winnipeg, 
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we shipped back from Moose Jaw somewhat. These are 
contingencies you have to contend with in this business 
from time to time. 

Q It is of more than casual importance to the Commission, 
because one of the thines the Commission has been asked 
to do is to recommend a field price for Turner Valley crude, 
and that involves the distance which the crude will go, 
and so on. So I really think it is very interesting what 
you are now telling us? 

MR. COMMISSIONER LIPSETT: It is very important for 
SCeuerune oa lrindustry in Turner Valley, is ie not? 
MR. FRAWLEY: Yes, I would say SO. 

A I suppose the more we can use out of there the happier 
they will be up here. 

Q MR. COMMISSIGN=R LIPSETT: Have you found discrimination 
in reilwey rates for products going east from Moose Jaw 
as compared with products coming west, as far as milsage 
is concerned, Mr. Miller? 

A &s I said the other day, I cannot answer your point. 
Petuhink one of the most aifificult things we have had to 
contend with out here in trying to meke our products 
comparable to other areas is the fact that the rates have 
always been too high. For instance, we pay from Ft. Williem 
to Winnipeg a rate of 4¢ per gallon, I think it is. 4.8¢ 
per gallon from Ft. William to Winnipeg over night in our 
own tank car, a 12-hour run, on refined products. That is 
a pretty high rate. 

Q MR. FRAWLEY: Yes, but it is not as high as you have to pay 
from Moose Jaw to Winnipeg? 


A I would have to check that. I have not got it on my finger-tips 
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"@ Have been all through thet, and as Major Linsett 

points out to*-you, this Inequality, this difference... :.: 

A I talked about the freight rates in the west being more 
than they are in the east, which naturally adds to the 
cost of the product to the consumer. 

Q Yes* But we have had it established here in evidence 

that the rate Trom Ft. Villiam to Winhines for @ greater 


mileage is less than the rate from Regina to “innipes for 
& jess mMileese., That is all. That is definite: nd “thet 
matter is before the Board of Transport Commissioners today. 
Are you now telling us, notwithstanding that greater rate, 
which is a fact, that you are able to keen the Manitoba 
market for Turner Valley gasoline from your Moose Jaw 
Poligseryvsspinecelo Mo 18 wnverestine’? 

4 me Navesto co Lness things once in a while! “e thave to 

change our assignments to suit various contingencies 

that. we have to take care of. I did not say 1% Was 

permanent, but I say we do that. 

MR. HARVIE: I would suggest possibly, 

VewwMitier, thet this is really a refining problem, and 

romucivbejuer tGiresh your mind over the noon-hour and 

give any information Mr. Frawley wants on it. 

MR. FRAWLEY: I am interested in the facet 

that gasoline is going in there. However. 

THe CHATRL.AN ; I am more interested in 

whether it is going in there on an economically sound basis, 

or whether it is just going in to meet a temporory situation 

in your company's operation’ 

Well, that is what it has been, Mr. Chairman, of e temporury 


nature until we get our picture straightened out. Naturally, 
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we sare desirous of sunolying Manitoba, if we can, from 
our refineries in the west from Alberta crude. ‘We would 
rather use Canadian crude than to import crude from the 
United States, which we have to do in the east. 

MR. HARVIE: We will be able to supply 
a separate statement showing where the economic line is 
nov as compared with the evidence before the Commission 
at the moment, if there is any change, and also what the 
facts are in regard to shipping. 


THE CHATRMAN: ‘ie 


ay) 


would be very glad to 
have that, Mr. Harvie. f think what you may be doing today 


may be of no importance. 


MR. HaRVIE: L thinks that Psspossibiy 
the case, 
THE COURT: What you deem to be an 


.economically sound thing to do is quite another thing. 


I think it would be of great importance to have the 


views of your company's revresentatives on thet. 


(Go to Page 10,652 ) 
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q MAJOR LIPSETT: Ane possibly following up 
what the Chairman has said, any suggestion that would 
make it to continue to be economicsl1 possibly to use 
Turner Valley crude or any suggestion =—- 

Me HARVIE: Yes, Weietli Dev eled tO £ive 

as Gomplete s statement as we can on the whole matter. 

THE CHa TXMSh: @ have said to Mr. Halverson, 

vho was here for the Imperial Cil and we think it well to 

say to you now, that we vould welcome any suggestions, 
whether elicited by questioning or not is of no importance, 
which» you vould think would make for the good of the 
industry in this province. You are in the industry and 
things will secur to you that prcbably will not occur to 
any counsel or member of the Commission and that might 
edvantage the industry as ge whole, whether from the stand- 

DOUG OF (tne ‘producer or? the refiner or the seller or the 

consumer anc in the hope that we may make recommendations 

which will advantage all or some of these people, we will 
welcome suggestions, whether they are, as I say, elicited 
by questioning or not; there may be many things vhich 
occur to your principals as being possible of accomplish- 
ment, which would be beneficial if put into effect and 

we certainly “Te all ears to hear such suggestions. 

Wk. HAARVIDS: "@ appreciate that, I think 

Mr. Chairman, and we are trying to submit our evidence 

as completely as possible and we have thet in mind but 

this is a digression and ve are not prepared at the 

moment but we will see that it is answered fully latex. 

THE: OHS IkMAs W: It arose for example, a 


suggestion arose in the case of the Imperiel and I think 
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also in the ease of Mr.’ Plotkins' refinery, over a 
discussion of regulations and stututory enactments 

and the like that are considered to be, by Mr. Plotkins 

at least. in some respects inimicable to the interests 

Of the industry; things like that may not be dealt 

with by questioning and yet we would welcome any 
Suggestions and we assume that the government vould be 
happy to pass legislation that would advance the industry,or 
happy to withdraw legislation or regulations which are 
retarding it, equally there may be matters of internal 
Management, matters where the industry might "clean house" 
if helped by the Government. All those things we would 

be happy to deal with if we had the information upon which 
to determine end found our recommendations, “8 Leave that 


generally with you. 


MRe HARVIB: 10 Wili be very glad to do What 
we aan. 
MR. HARVIE: Have you completed 10 (a), 


Mr. Millex? 

Yes. The next is 10 (b). comparisons showing the yearly 
sales of taxable products in the Province of Alberta; 

first in the legend, in black lines, is the Alberta total; 
green is the British American Company's percentage of that 
total and the red is the miscellansous companies. The 
base there Was in terms of 100, 44,548,000 gallons in 1931. 
In 1932 the total taxable in the province was 41,500,000; 
1933 it was 40,324,000: 1934 45,194,000; 1945 47,443,000; 
1936 54,4688.000; 1957 65,756,000. Our percentage of the 
total taxable salcos in 1931 was 16.14%; 1932 15.93% 

1933 16.33%: 1934 17.19%; 1935 17.99%; 1936 17.994; 


1937 18.77%. 
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On the other side we show 
the difference of the miscellaneous companies and when 
I refer to "miscellaneous companies" I refer to all 
companies other than the major companye 
Ma. FRALEY: vhat is the significance 
there of the expression "excluding Koyalite"? 
Well, excluding Royaklite -- 
Yes? 
Because Royelite have only sold their products in the 
Valley and it is the Turner Valley naphthe end I did not 
want to confuse that with the general Line of products 
which are sold. 
It does not exclude Imperisl? 
No, sir , just the Royalite Turner Valley sales. 
But the miscellaneous companies, that classification does 
exclude Imperial, Texas? 
That excludes Imperial, Texas. 
Verth Ster? 
North Stare 
The Ganadian, the Great ‘est? 
Noe 
It might be, it would be more helpful to the Commission, 
I think, if that was explained a little more, so that we 
will know whet you have regarded as "miscellaneous companies". 
"ell, it would include 211 marketers with the exception of 
the Imperial Oil Company, the Be Ae, the CGgnadian, the 
Forth Star, the Texas. 
The Union? 
The Union, I think that is all. fll other merketers are 
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clessified in there aes miscellaneous compenies. 
Can you put in the 1938 figures some time, Mr. Miller? 
I beg pardon, 
Can you supplement that with the 1966 figures? 
Oh, we can, yese All other Gompanies there, as I say, 
all companies except those mentioned can be included as 
“miscellaneous companies" which means anybody that is 
buying or selling petroleum products in the province of 
Alberta, like the Lion, or any company that brings it 
back here and sells it is included in that heading 
"“miszelilaneous cumpenies". 

In, -L9SL the »perncentage, of 
those companies was 12.70%; in 1932 it was 17.85%; 
1935 it was 25.70%; 194 it was 25.52%; , 1965 it was 
25087%; 1936 27-24%: 1937 27.77%. 
MR. FRALEY: Your percentage is what you 
cail your direct sallonage? 
Yes. 
Not what you s6éll to your main jobbers, the Bell and the 
Great ‘.est? 
Noo We have just ebout held our own, where the other 
people have increased very very rapidly. I thought that 
might be interesting to the Commission to see the trend 
of that, of the two operations. 
MAJOR LIPSET?; That leaves sbout 54% that you 
have not dealt “ith in this Chart at all, you have dealt 
with 18% -- 
Just our percentage, sir, of the total. It does not. 
include the percentage of the other major operators bat 
that figure representing the miscellaneous companies is 


correct and covers all companies selling products except 
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these six or seven that I have 2entioned. 

Ma. HARVIG: in other words, the remaining 
547 will be the sales of those companies which you have 
excluded, except the Royalite which is ignored entirely? 
Yes. 

some of that has no doubt become due to the improved 
highway conditions which I spoke of the other day; new- 
comers have been able to install and operete on e different 
basis than the old form of distribution that we used to 
have to operate with before these good roads became operat- 
ive; that I think has increased that miscellaneous 
business to a great extent. “.e@ have had some of the 
conditions to contend with in other areas of the ‘est, 

the Province of Saskatchewan, as the roads improved we 

saw. various skimming plants and what is termed as highway 
refineries, just skimming the crude and selling the foreign 
products, increase to such an extent where we have now in 
the neighborhood of 12 to 14 of those plants and by virtue 
of their operation and the refinin, of their products, 
selling F.0O.B. the plants, “without any regara for price 

and possibly have not got to take cere of the contingencies 
that we have to take care of in the industry, it gives 
them a lower price and consecuently has increased that 
percentage of miscellaneous operators and decreased the 
percentage of the me jor operators and consecuently that 
adds to an increased cost per gallon. 

MAJOR LIPSEHTTs You yourself have gone up 
BrommvOtO Looe TnL os? © 
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And the miscelleneous companies have zone up from 100 
to 2027 


Boom Lool.to 1956, ves. I nov go to page 11 on 


Distribution. 
Bevel a cil i tless— “eteil facilities in whe xsreairis 


Provinees are mainly ovned and controlled by indivicual 


1 


dealers who seek a livelihood by retailin,; Gasolene, 


Lubricatins Oils, and other petroleum products. In 
the Province of alberts there ave approximately 2.225 
retail outlets, out of which <05 only are owned by the 
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Orie Lh 
To eliminate any thought that prices are loaded by 
excessive investment in retail fecilities, were we to 
take out of our entire marketing investment in the 
Province of Alberta, our investment in retail outists, 
it would/not eccount for envy appreciable saving in our 
cost of operation as shown, or afford a reduction in 
tank wagon prices. 

In that regard 2 would refer 
you to statement 15 and that statement shows the effect 
of marketing expenses under two hesdings, first, eliminating 
charses in respect of service stations and second, reducing 
wholesale outlets by 25%, which I vill desl with later. 
mowever, the saving effected in service station expenses 
woula be costs less revenues, 14,485.06; the depreciation 


Costs of  »18,760.99, makins a total of 35,269.05. 
LiwihLlonovw eo obeck to Pace 11. 

DL ee Lan Ss fo 6 3+ is claimed that the 

multiplicity of bulk plants is uneconomical ana unnecesssry, 


and conseocuently ineressesc the cost of the product 
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unnecesserily, 

That is questioneble, in 
view of the local conditions in the ‘est, which we have 
mentioned previously, and the peculiarity of the 
requirements of the business, including the fact that 
half the sales are made ine four-month period from 
July to October, hich makes it absolutely essential 
that not only should the distribution be “ide to give 
equal facilities to all, but capacity must be sufficient 
to takes care of the period of peek business. 

Durin: the rush season of 
the year meny companies run out of stock, anc even 
though there may be three or four companies in one town, 
there heve been times then inventories were depleted 
and consecuently additional cost to the consumer was 
entailed in hervesting. BVen with existing distribution. 
this invariebly Gnu ae et 


co os 


s Galea Alsen eel akce ashe eR LN as 


heppen this year if the crop comes off as expected. 
q Maden LLPSary: “hat exactly is that, ir. Miller? 
A Vell the main difference has been, iir. vommissioner, in 

many areas the freizht. There is the freight schedules, 


da 


Violen are disrupted; or they are not frequent enougn to 
take care of that peak period unless there is sufficient 
storage in the field to carry over from one day to the 


next when the freight may errive. There are many of our 
points out here in the Prairie Provinces where the freight 
might be bi-weekly or once a week and if the weather is 
senerally fine over a large area the farmer has to have 


those requirements immediately and the deliveries ere 
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greater than we can replace on many occesions. as I said 
the other day we sither have to have storeze in the field 
or storage at the refinery end whilst it might be loess 
costly to have large storsge tanks at the refinery when 
you place them on a barrel cost as against having tanks 
in the field, nevertheless you have to increase your 

tank car recuirements which cost three to four times more 
than your stcerése tanks and you would have those tank 
cars, as you have the freight cars today, the grain Gars, 
standing idle over a lon; period each year. As I see 
the picture, you have got to have the goods in the field 
to take care of that peak season in these agriculturgl 
@rease 

And that is chiefly through, on account of the train 
service, as you say bi-weekly or weekly and you have not 
the storage at the particular point to carry you over 
until the next train arrives? 

Tha tis right, six. That is one reason, one thing we 
took into consideration in this new form of distribution. 
We determined that we could put the additional storage 

at these main bulk company operated distributin; points 
ané with sufficient underground tanks in the fall our 
trueks would keen these supplied. furthermore, in place 
of having less distribution it necessitates carrying a 
greater stock at the various points, by having twice or 
three times the distribution. That maximum or that 

peak there that ve would carry ordinarily at the one point 
to supply the greater area, is broken dovn three ox four 


times in the seme area. In other viords, instead of 
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carrying, we will say, 30,000 gallons worth of material 
at one pnint and supplying an area of possibly <5 miles, 
we now will have maybe that 50,000 gallons broken down 
over six points within tne 25 mile area, making it more 
accessible to the farmer and making it easier for us to 
keep it full from the main bulk plant. 

G MAJOR LIPSETT: Do you anticipate that that 
mey take care of the pe3;k demand in the present season? 

A Los. 

Q You say here with the existing distribution this invariably 
he ppens but that may be -- 


bs Thats form thevold distribution. 


a Yes, and you think that may be taken care of by your new 
system? 
4 It is going to help out very tremendously, sir. 


Lt is a fact farmers Will 
not make provision for any recuirements until the crop 
is assured or they are ready to work on the land. This 
texes every industry facility and service, ineluding 
the railways, to the utmost, vith the result facilities 
and sorvices rapidly become overloaded and congested with 
Consecguent delay. 

AS soon as the crop is ripe 
the farmer has only one objective in mind, and that is 
to harvest, thresh, and store during favorable weather. 
Delay is senerally responsible for considerable loss 
to the individual farmer and a general loss to the 
country as a whole. Unfavorable weather will not 
only add considerable to the cost of threshing, but will 


degrade the grain, creating a loss of anywhere from 3¢ 
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to 10¢ per bushel. “tide distribution and proper 
services are responsible for keeping these losses at 
a minimum, benefitting the individual and the country 
as a whole. 

To illustrate what this 
means to the community, the vneat production for the 
Province of Alberta from 1953 to 19457, inclusive, 
totalled 453,482,000 bushels, or a yearly average of 
90,696,400 bushels. 

If the farmer were 
delayed at harvest end bad weather ensued, as has 
frequently happened in the past, assuming 20% of 
the average yearly crop thre shed tough, the cost 
each year to the Province of alberta would be 
$544,178.00, and if at the same time, 10% of the 
crop threshed damp, the additionel yearly loss would 
be 816,267.00, making a combined yearly loss of 
w1l,360,445.00~ 

Je maintain that this 
loss is within reasonable possibility without proper 
facilities, capacity, anc wide distribution, and when 
based on the average yearly gasolene consumption in 
Alberta for the same five-year period of 50,617,000 
gallons, could easily account for an added cost to 
the farmer of 2.69¢ per gallon- 

find I would like to refer 
you to Statement No. 12 and Graph 12 and 15. 

Statement No. 12 is 
Composed of 144 sheets, none of which are numbered 


separately. These sheets provide a survey of grain 


east 
4 i 
. 


coh 


Midis. 


~ 


*s om : 
foe 
“ oe 
“ A 
v 
” 
. 


c ” 
< e 
4 ' 
_ re Bite 46 
Salvee ° 
2 
: r rset oo 


< 
5 
“| . 2 = 
35 , - 
Sod 
eas - ey 


a 


i rae 


ad 
ree 


G 


tet 
© 
x, ott ss i 


, Fed 
= ' 
a 
sf « 
: 
amos = 


G-a -10 ,662- 
sii 


a. H. Miller 


crops in eech of the three ‘.estern crovinces separately 
“nd the three estern Provinces collectively, covering 
the li-year period, 1928 to 1938, inclusive, giving for 
seach year the production in bushels, the velue in dollars 
ang the average price per bushel. The authority for 
these statements is the Dominion Bureau of statistics. 

The other sheets deal with 
the annusl wheat yield on the bssis of information given 
by the Dominion Bureau of Statistics and provide a ready 
reference table for figuring the possible loss in each 
year in the event e certain percentage of the annual 
wheat crop were affected by weather conditions, resulting 
in delay in threshing and consequent deterioretion 
through wet weather. 

The dockages shown in 
cents per bushel are as set by the grain trade for 
Vestern Canada. All sheets in statement No. 12 
are self-explanatory. 

However, I would just like 
to touch on the first one there, the Alberta wheat 
production, 5 year average, 1932, 1954, 1965, 1956 and 
LIST. This Téble is based on the snnual wheat yield 
and gasolene consumption showing the possible loss 
in the event of degradation due to delay in threshing 
and second, deterioration through vet weathor. The 


dockages would be tough, 3¢ per bushel, demp 9¢ and 


heated 13¢@. The percentage of annual wheat crop 
affected is shown there. “je show it as 10%, 20%, 
30%, 40% and 50j. “e then give you the yield of crop 


by bushels for 1933, 1934, 1935, 1936 and 1937. 
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gasolene consumption is also listed for the same period, 

tae five year total is 453,482,000 bushels. The gasolene 

consumption for the five years is 258,085,000 gallons, 
making a five year average of 90,696,400 busheis, with 

the average five-year gasolene consumption of 50,617,000 

gallons, so we take 10%, which would give us 9,069,640 

i of that was tough it would 
bushels and if that 10%, if 107 was cut it would amount 
amount to 272,890.40, which we feel converted to gallons 

would be »~5375 cents per gellon; if it was damp, as I 

said before, there would be »816,167.60 and converted 

per gallon it would amount to 1.6126 cents per gallon. 

If 10% were heated it would amount to §1,179,053.20 and 

converted would be 2.3294 cents per gallon. 

-Q MR. FRALEY: What does that mean, Mr. Miller, 
I am afraid I do not understand that? 

A I am trying to illustrate. Mr. Fravley, that, by these 
figures, and I think se who has lived in the ‘est 
any safficient time realizes and knows not only too well 
what delay actually costs the farmer in his production 
when it comes to the harvest season. I do not eare what 
delay it is, whether it is because he cannot get petroleum 
products or whether he has got his machine broken down 
or some other reason that he cannot get going and if he 
runs into bad weather he suffers dockage on the grainy 
after this fashion, which I tried to set out or picture, 
which I think, looking at it from the standpoint of 
western economics is worth while to consider, to justify 
the existing or additional for that matter, distribution 


of petroleum products in this province to give adequate 
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service because I think that petroleum products are s9 
Glosely allied with that particular industry that they 
are as important to the farmer as any other requirement 


that he may wente 
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What I do not understand is these per gallon figures. 

I do not just understand that 2.32? 

Torgorvback there Mo. ‘rrawhéy, as T sey the’ five’ year 
average is 90,696,400 bushels of wheat. The gas consumption 
forthe) five, yearvaverage is 50,417,000 pallons. 

Yes? 

At the top there we set a table showing what the loss would 
be under 10% heading, 20% heading, 30% heading and so forth, 
up to 50%. So 10% of that 90,696,400 bushels of wheat, 

if that 10% was tough it would mean 9,069,640 bushels. 

Based on a 10% figure it would amount to 27,208,920. 

MR. HaRVIh: That would be on a basis of 3 cents 
dockage for being tough? 

That.) isoquite right. 

MR. FRAWDY: That is what it would cost the 
farmer? 

Yes. 

272,000.00? 

Yess 

Yes? 

Now, based on the average gasoline consumption,in other 
wordsjvif heowas delayed by not \being able’ to secure 
gasoline, that loss could be shown as .5375 cents. 

MR. COMMISSICNER: SIPSLT?T: Thet isto say, “ir. Miller----- 
Not loss, but additional price to him. 

It would pay the farmer to pay half a cent a gallon more 

for these extra distribution facilities that you have if 

he could eliminate that loss? 

Yoo, SireweThen) tie next soint, you ses, Is damp, (and the 


next is heated. 
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MR. FRaAVGEY: Yes; I see th: t now. 

On) thernext pages there .we' giveiyou the rairie: Proviness, 
Manitoba, Saskatchewan and alberta. Theat production, 
fiveeyecrdaverages 1938) to 1937, inclusive; and.we show tke 
semeetigure,:or we set it up the same way,) rather. Je show 
the’ five year average)of: theywheat yield andthe five year 
average gasoline consumption. You will notice thet would 
work out just about the same for the Preirie Crovinces as 
was shown for the Provinee of :lberta, on the 10% basis 

or 20% basis, as the ease may be. That is wheat production. 
The next page there we givco you the same breakdown figure 
based! onc 19360 end 1937) fory the) three Provinces. +Thes next 
pagerwe! pive you a picture, for the Alberta wheat” produc tion 
LYe8  2O MY OSe Ye set that up the same way, showing the 
possible WOsstirommne wean L9es rte the years Woes or 
each) year’. 

MR. COMMISSIONER LIPSitrT: were ticthese dockares 9 rormmougn 
and damp and heated, did they continue the same during all 
this veriod? 

Les} Jour witieymiave; peer ifeirivyi constant. Chey) are. set by 
the Grain Board. Thelinent) paca, there’ wel sivyeyyouw a survey 
of grain crops in Manitoba, Sasketchewan and Aiberta from 
1928 to 1938. These are really exhibited to draw your 
particular attention to the wide variation in the yields 

and the prices. We show the production: in bushels for 

tHe LO Wear, periods) "Wel show «the, actual value that the crop 
amounted to for each year for the 10 years. we show the 
actual price per bushel, which shows a wide veriation over 
the 10 year period. We think that is interesting and 


essential because it has, as I said before, a great bearing 
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on the operation of not onhy our industry. but al1 other 
industries in the Yest. \“j@ give you ansurvey of the grain 
crops in Alberta from 1928 to 1938. The srodue tion in 
bushels ‘for that 10 year ocriod. The average »rice per 
bushel in cents for the same period and the value of the 
geraluoroos in dollars jeach yeur. Theat covers iald jerein 
@erops in alberta. 

MR. HaRVIi: That is Spring woeat’, oats, 
barley, rye, flax, feed and all----- 

All fiel€ crops. ‘We show there a survey of the srain crons 
forthe, veersivigeo tovL9Se and they are interesting be cause 
they fluctuate very, very widely. We iy eu Culiimie ie cine 
information covering the Province of Manitoba. Jf would now 
Pike toy reLrer vou packite the luraoh No. Lesion thet erann, 
so as to crystallize the picture for you, we show the 
BLBerGe, 2rain (crops 1LY2ewte 19S0\ ine lusive. -Gesend.) | Wel show 
all grain products (a) bisek, bushels, (b) which is red, 


4 


value, (c) which is green, average price. Below that we 
show wheat, (a) blaek barred line, bushels; (b) red barred 
line, value, and (c) averaze price, in a green barred line. 
Total bushels of field crops, with total value and the 
average price per bushel. Also the total bushels of 

wheat with the total velue asd the average price oer 
bushel. Production and values are shown as follows: 

in the year 1958 there were 277,847,000 bushels of all 
grains in the Province of alberta, based at 100. 

MR. COMMISSIONER LIPSETT: . 1928? 

egret) Lose. | apes pardon, an\LG29\ that went off to 
54% tn 1930 it went up again to 39%. In 1931 it went up 


On 91%, in 1962 1 was 105% 1935, 68%: 12954, 76%; 1935, 72% 
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1936, 48%; 1937, 63%, and 1938 we are back to 99% or normal. 
If you look at the average price as shown there for the 
years 1928 to 1943 you will notice what a wide fluctuation 
there is in connection with those trices. 1928, starting 
off at 100, in 1929, 132%; in 1930, 53%; 1931, 45%; 
1932, 49%; 1933, 53%; 1934, 71%; 1935, 63%; 1936, 108%; 
1937, 103%, and 1938, 60%. 

We neo OVE TNC ONES vim iie awh aia 8G 
gives you the production in bushels each year and the 
Pluctuation over tue 10 vear period. It sives. you) the 
value .in dollars received for the crops ,which fluetuated 
very widely, and the average price in dollars as shown for 
the 10 year period. TO Cie uy OG), imho nol) desea o 
pies tO oro Ghe in 19S oog in Lode Gee 1 ry LO bee 
OOo Bi Iau Pht yos tt Ole an Loon se SecM tne So s 
98¢ in 1937 and 57¢ in 1938; ‘The sravh shows the fluctua- 
tions Viwitink, Quiwervoleariy there. “We ‘thoweht thet” the 
pricés of grains and the variable yields eech year are 
worth som consideration when it came to econsidering the 
marketing costs of an operation such as ours. 

THE CHAIRMAN: And the source of your information 
is the Dominion Bureau of Statistics? 

Ne Si. 

MR. HARVIE: Lt ison Such) inrormation as 

this that you do your budgetting and estimating for the 
future? 

Quite right. 

MR. COM ISSIONER LIPSETT: What is the average price of 

wheat here based on? 

That is the actual price shown there each year. 


Is that No. 1 Fort William? 
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fe oe BEL LOr's 
You mean the grade of wheat? 
Yes? 
PAIS Ge hia or 
At Fort William? 
That is the average price. 
THe CAATRMaAN: Obtained for wheat of all grades? 
pueat- Of all erades, ves, Sir. 
MR. COMMISSTONER LIPSET?P: «at Fort William? 
eg a ys Graph 16) there is a simillarity \timeres, | The 
Only thing is it takes in the Prairie Provinces and as 
we operate right across the Prairies these conditicns, 
I think, are interesting to this industry. The same wide 
VeETrieaeclions exist Doth in yield em prices. "If we so back 
to page 14 I would Like to outline a little further as 
far as the analogy is: concerned. 
Bole. LO Gey 
The necessity for taking care of the farmers needs fully and 
immediately when required is one of the main reasons why we 
nave the ierse number of prain elevators in Yestern Cancda, 
which service is considered necessary and absolutely essential, 
ifrespective of some opinion to the contrary. 


moe cotval number of ersin elevators in the est is:- 


Manitoba - TOL 

Saskatchewan - 3,221 

alberta - LOG 
Total - 5,67 8 


In addition to 33 private terminal elevators and 4 public 
terminal elevators, to handle a wheat yield which varies 
from a low of 159,000,000 bushels to a high of 544,000,000 
bushels over the past ten vears, with many of these elevators 
standing empty or idle a large portion of each year. 


Without these grain facilities and tie wide distribution 
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afforded by the petroleum industry, Alberta and “/estern 
Canada might be in the same position as the Argentine which 
Sariers losses Tunnime Into the millions or moliars by not 
having proper terminal storage, grain bandling and othe 
PecijJitics, causing dumping on the Yeridviarkect in order, to 
eliminate harvesting and handling losses. 

In that connection 1 wowld reter vou to Statement 
14 in the bock. 

Statement No. 14 is composed of 3 Sheets, and 
covers the argentine wheat production 1928 - 1958 inclusive, 
as furnished by the Dominion Bureau of Statistics, and a 
resume of marketing of the wheat crop in the argentine as 
provided by Mr. Strang, the Canadien Agricultural 
Representative at Buenos sires. The Statement is self- 
explanatory. Pie first pagervgives you the mid.ions vor 
acres sown from 1928 to 1938. The second column, the 
Yield per Sown «cre over the same period, end the third 
column the actual production in millions of bushels. 

MR. HARVIEs Do you wish to read that. into 
tie record of just file it? 

“hichever the Chairman would like. 

Jetake Diithes the purport of filing that:is te show; as 
you have stated in the brief, the results of incomplete 
services being sup lied in Marketing wheat, such as a 
comparison between the services in the argentine as against 
“estern Canada. 


Quite right. 


TH: CHATRMAN : That is elready in as part of 
Crem cali t. Sso Titik iG need’ not be read. Lu smerciy 


SMpMesizes Une POLtmt you are making of the effect of the 


Pack. Of groper handiine facilities? 
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Proper, facilities. I think the comparison Je) co0od. 

In. other words, if there were ho propsr grain handling 
facilities the farmer in the Province and country as a 
whole would lose and the same applies to the petroleum 
facilities of handiins /and distribution. If he is 
delayed his loss’ is not ioniy a personal ces but it is 
one of the Province and the Dominion as a whole. 

The suggestion made agsinst that view, as I understand it, 
is not that the farmer is served by too many points but 
he is served by too many people at those points? 

Well, loam going to, ea little later, Mr. (Chairman ») 7 made 
up .@ picture here of actual figures, which can be 
substantiated, which I think will prove our point, and 
that is that taking 21 representative points in the 
Provinee of alberta where we would have an exclusive 
franchise and enjoy 100% of the business at any one of 
those 2] points, which © think are representative of all 
DOLLS) Gil tae Province of Alberta, our cosh per eslton 

of doing business would be greater than under the present 
besis;, that. is the present competitive system where four 
Or five companies operate. ' “hich I was soing to come to 
tater. 


Very good. 


Mi. COMMISSIONER GIPSETT: © just noticed in that, argentine 


picture that you gave that apparently there is a storage 


capacity on the railways for 220,000,000 bushels as compared 


with your average for the last five years of 220,000,000 
bushels? 
Yes, Sir. 
There does not seem to be a definite shortage of storage 


capacity there? 
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We fie LOT. 
No, Sous 2% 286 the difference in the system of ‘handling 
that grain to what we have in “estern Canada, as I 
understand it in that report. 
There it seems to be all stored by the railways instead of 
being stored in these various elevators all over the country? 
Yes. Until that reaches the railways it lies on the ground, 


from the intormat ionai ceccured) Sand, 1 tis covered over with 


tarpaulins in bags. In other words, it. is iin bags and it 
is covered with tarpaulins. It waits there until it is 
turned over to the railway. ¢ think that report covers 


it very clearly, and Mr. Strang gives his views in connection 
with it. 

MR. HakVIE: That particular facility, I 
think, is ample, ‘but there are other facilities required 
in the handling of the orop which are not ample,whdch 
possibly illustrates Mr. Miller's point. 

MR. COMMISSIONER LIPSETT: It is just on the point the 
Chairman was raising thet I asked it. There apparently 
they have one storehouse at the railways instead of 

five aftais elevators. In the same way would it be 
economical to.have one person handling all gasoline ata 
pOr0G instesd of five or six different stations or people 
handling it? 

MR. HARVIE: I think maybe the difference is, 
Mr. Commissioner, as I understand the picture in the 
argentine respecting the wheat, that with the one facility 
of storage there is ample, if you take it at the railway, 
but there is-lack of facilities bringing it into the 
railwey storage and the loss is suffered there. Now, the 
Situation of the industry, the oil industry in Alberta, 


as suggested, is that we have ample facilities or should 
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hevevampve' (facilities: ally along athe t1line. Eh voneehink is 


missing the whole structure is thrown out. 


COPY 
sRGENTINE Win? PRODUCTION 
and 
MARKETING 


ALO 28) We ho 38 
VLCTOr per 
YuaR Sown Area _Sown Acre PRODUCTION 


(iiillTion Acres) Million Bus.) 
1928 Bec ORS Fire, 449.1 
1929 2 a6 ares | 16 4.6 
1930 Pe llbesee res ZEEE WS) 
Loot aie ed eet Pa te 
LY32 19.8 here 240.9 
1933 aS brad 14.6 COG wL 
oo 13.8 Weare ote ead 
1935 paee LOeO L4vad 
1936 Gans 1A ye aS ae 
1937 Lata 0.6 L34.0 
1938 rae Wes: 2 See 266.0 


average yearly Production over eleven years 240.2 million 
bushels, 

averege yearly Production over five years, 1935-37 inclusive, 
220.4 million bushels. 

Agricultural Branch, 

Dominion Bureau of Statisties, 

Ottawa. 

January 20, 1939. 

NOTS: “hile the average yearly oroduction of argentine 
Wheat is 220.4 million bushels diring 1935-37 inelusive, 
over a similar period average total wheat production in 
Western Canadalwas 3122.9 million bushels or approximately 
one-half the argentine Production; and in, Alberta, over the 


same period 50.6 million bushels. 
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Wheet in Argentina ig hancled)in bags of 60 or 65 
kilograms (132-143 pounds.) Most of the hauling from 
stubble fields to railway stations is in horse-drawn carts 
owned by "carreros", who do this type of work on a piece~ 
rate: basis. At the railway station,’ the) bags ere raised 
uprigchtraty the: rear, end of the cart, dowered to the shoulders 
of warehouse hands to be weighed, and then carried either to 
storage space in the warehouse or directly into railway cars. 
"Receiving wheat" at the country stations involves 
the process of supervising the weighing, extracting @ con- 
posste sample for determining test weight, and accepting 


delivery. Handling of the wheat of warehouse laborers is 


well organized at each railway station. The cherge for ham lin; 


the grein from cart to:.scales and from scales to railway cars 
or storage sheds is 6 centavos ver bag, equivalent to about 
eight-tenths of a cent per bushel. hiost of the grain moves 
in open railway cars under tarpaulin covers to privately 
owned grain elevators in the port cities. 

There are only a few country elevators in argentina 
andr oree tically: novstorage) ofiierainion Larnsyabputiithere: are 
extensive facilities for grain storage in railway station 
sheds or warehouses. There are few reilway stations in 
the wheat zone without from one to six galvanized iron sheds 
built by the railways or grain buyers on the railway right of 
way. The capacity of the present sheds or warehouses owned 
by the railways is estimated to be 6,600,000 short tons, 
£20 ,000,000 bushels, and of the private sheds 1,800,000 tons, 
60,000,000 bushels. 

This storage space compares with an annual average 


production of ebout 20 million short tons of all grains and 
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flaxseed in argentina. Farmers have first option on the 
space in the warehouses owned by the railways, but growers 
frequently do not use the space available and it is leased to 
grain dealers. The chérge for storage space in the ware- 
houses is 20 centavos per square meter »xer month (about 5.5 
cents per square yard.) 

While railway-station storage is recognized as 
extremely economical, it lacks the facilities of elevators for 
moving and keeping grain in condition. apparently there 
have been few times when farmers have not been able to secure 
Warehouse) space for their wheat, although in years of large 
wheat crops grain buyers have been compelled to build large 
pees of ssacked grain.in the open along the raliway tracks. 
Tre ‘sacksivere. piled on a platform raised a few inches from 
the ground and covered with a tarpaulin or canvas. 

The port elevator capacity is «bout 660,000 short 
tons, or 22,000,000 bushels, and the country elevator capacity 
386,000 tons, or 12,850,000 bushels. 

On account of the proximity of wheat-producing 
districts to. river andsceean ports, the rail hawk on fully 
one-half of the wheat production does not exceed 100 miles. 
The freight charge for this distance is approximately 1.4 
pesos per 100 kilosrams.or about. 11 cents per bushel. rior 
to the present extensive develonoment of rail and truck 
transportation, large high-wheeled wagons were used in 
trucking wheat long distances. Some wheat still moves in 
these wagons, which are capable of hauling as much as 7 tons, 
but they are disappearing rapidly and the truck movement 
of wheat to market centers is growing in volume. as a 


result of the improvement of roads and the greater use of 
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trucks, a vast portion of the argentine crop is now within 
trucking distance of river and ocean parts. 

& further consideration is the fact that, in general, 
the Argentine is a free seller of wheat and that in most years 
there is not much tendency to pile up stocks or earry over 
from one year to another. Neither the’ storage facilities , 
nor climatic conditions, are such as to favour the handling 
ofPe;darge- carry), over. LO Gnevepsencs of Merzemcarm overs 
in the past, the loss from deterioration has been small. 

The National Grain and Elevator Commission is constructing 
additional elevator facilities in many port cities. There is 

a feeling that these adéitional storage facilities for the 

port cities are necessary, especially if grades are adopted 

and an attempt is tade to establish fixed grades and to loan 
money to farmers on the basis of warenouse and elevator receipts,s 
Additional elevator faeilities, however, sare not designed 

so mich to avert current losses in the deterioration of wheat, 

as to improve grading and marketing practices. 

HegQeause sot the Wimited) port “facilities the Arcentine 
wheat crop is usually exported ravidly as it arrives at the 
ports. (Two internetional 2rain ‘companies, Bunge and Dreyfus, 
handie the bulk of the export salés, and their policy in 
past years has be:n to lower export prices sufficiently to 
keep wheat exports moving in volume during the January-April 
period. This year while the Government has pegged the domestic 
Price et aleve) above export prices, and is subsidizing 
export sales, the Government's unwillingness to take too 


big a loss is slowing up exports this year. 


We therefore claim that the restriction of present facilities 


for the distribution of petroleum prodicts would cost the 
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producer much more eich year than the small amount of additiona 
cost involved, if any, in providing adequate facilities for 
distribution, as at presenti 
In fact, considering our entire marketing investment in 
Alberta, and deducting therefrom 25% of our investment in 
wholesale distributing facilities, would not account for any 
appreciable saving in our cost of operation as shown, or 
afford a reduction in tank wagon prices as estimated, 
perticularly so when you consider that in making this reduction 
Apeour wnvertment Animvolesale distributive tract woes. the 
cost of doing business would be increased immeasurably by 
inter=stavion transters and other 0.1'C. G. charges, as mgeinst 
the lowest transportation rates it is now possible to obtain 
through our present distribution set-up. 

preter to oun ney Cistribution Seu—up. 

To repeat ~ consider the climination of 25% of our 
entire marketing investment in the Province of Alberta and 
the savine to be effected thereby. in) (Rees se Ol NOur 
retail facilities this would amount to (345,494.65 and in 
the case of wholesale distributing facilities ~.4000.00, or 
a total of $29,494.65, which on the basis of the 
Gallonage- handled through these outlets would amount to a 
saving of two-tenths (2/10) cents per gallon. 

In other words, we would not save, or make any 
more saving by washing up 25% of our bulk distributions 
and our service station distributions as we would if we 
eliminated the drum investment in the Province. 

: / Desling specifically with our present system of 

distribution the najority of egents in Western Canada 
generally handle our agencies in connection with other lines 


of business such as garages, implements, hardware, etc. 
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whieh enables them to make general other use of all the 

facilities required in the operations of our agency, such 

as office space, heat, light, telephone, trucks, employees, et 

AS an illustration, agents use their trucks for hauling gravel 

grain, implements and other merchandise, all of which is a 

considerable factor in reducing cost. They haul out petroleun 

products to farmers and bring back grain, live-stock, 

machinery, etc., thus ensuring a full load each way. 

MR. FRAVLEY: Mr. iiller, could those two 

paragraphs you have just read be applied to your new dealer 

distributor? 

Ves, oan. 

We gan substitute dealer distributor for agent there? 

Yes, Sir. I would like to refer you to Statement 16 

ami Graph 16. In other words, the information----- 

MR. COMMISSICNSR LIPSETT: Had you finished with statement 

Done a em: LOU TuOOm US Over Dart Of uy 

Vedi re svelte k Misitvco back to thet first. On thet 

statement 15 General Plant, Ustimated amount, the savings 

would be $4,000.00, giving a grand total of savings of 

$37,269.05. 

Marketing =xpenses in Province of alberta 1938 {670,395.39 

The above items represent 5.79% or an average over products 

apa Sere ven -ouges si Mlige bal 

NOTuS Re GENERAL PLN 

Effect of closing 25% of wholesale outlets in the Province 

Of siberta would have small effect on marketing expenses: 
(1) Depreciation would not be a face value economy. 

ACGITVONaL storeace Tacilities would be necessary 


at remaining points. 
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(2) Remuneration in alberta is practically entirely 
on a commission basis. This rate varies with the 
distance from the agent's town. The inerease in 
gallons sold at longer distances would more than 
offset the savings effected for taxes, maintenance 
expenses, etc. 

(3) For above statement it has been assumed that 50% 
of the apparent saving in depreciation charges 
would represent a sum more then adequate to cover 
all economies possible by closing 25% of wholesale 
outlets, as additional capital emgpenditure would 


be necessary at remaining branches. 


Now.) wilt go back to Page 15 end rever yt5 
statement 16 and graph 16. [1 would like to explain that. 


THE CHAIRMAN: “ell, we will pause sthere:. 


(at this stage the Hearing was edjourned until 2:00 P. ifs ) 


@eeooaooevenwnreecegetctoeee & 


a a 


pa Sead CR. a Se 
re 
i. 


¥ 
ws 


He Je Appleton 


o P. N.-Session 


CS 


3 


A 
Q 


my 


l, 


~ 10,680 4 


bike FRAWLEY: I would like to interrupt ee 
i:iller's evidence for ahout three or four minutes to 
put ir. appleton back to substitute a corrected and a 
Much more conplete statement for the one which was put 
in the other day. I think it was actually marked es an 
uxhibit. 

HEuURY JOSEPH APPLITON, having 
been recalled, examined by iir. Frawley, said: 
ute Appleton, you are still under oath? 
Yes. 
a0u filed a stutement the other day called "Statenent of 
Gallons Consumed in Alberta, 19658", and it is marked ay 
HXhibit "631", you recall iir. iiacleod acting for the Texas 
Company, calling your attention to an item of the gasoline 
purchased by the Texas Company from dmperial Oil? 
Yes. 
And you then realizaithat, to answer this, to show that 
sort of information you would heve to make a more complete 
staterient? 
YeSe 
And what is the document which I now produce to you? 
This statement is a break-down of Exhibit "179". 
Pn biL VLA ibeimg. 6 .statement of gallons, sold, pre- 
pared by the Departuie nt of the Provincial Secretary in 
1988? 
Yes. 
Showing also 1987? 
YES. 
And this is a complete break-down now is it of Exhibit 
See the 


Oftonly1998.. TI. didinot cover 1937). 
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C3 
z 
Q < 
ks FRAWLEY: And I would offer this as an 
EXhi pits 
(DOCULuNE PRODUCED BY THE wITHESS 
Hii ARKED AS BXHTBDD,."456"). 
Q TH CHALRLAN: Now that is a break-down of ix- 
HLL G7" for the yaarelise? 
A Yes. 


G Sod what ja the relation of that Exhibit to Hxhibit "S21", 
Mr. Frawley, you were talking about? 

WRe FRAWLEY: Yes, now I would like to just give it to 
you, “re Chairnan, and discuss it very briefly. It is a 

Much more complete statement. It is virtually an audit 

of the company's gallonage. 

G@ wake FRAWLEY: Now why did we not find in Exhibit 
"631" the amount of gallons which the Imperial sold to the 
Texas Company? 

A Well that was put in. 

why did your ixhibit "441" not show that kind of infor 


&) 


mation , for instance, I mean thé gallons purchased by 
the Texas Company from Imperial? 

A I did not have that information here. That was from the 
Imperial Oil Refinery and not from the Imperial Oil, Limited, 
and whem I realized that I had to go to idmonton to break 
this down, because this statement iixhibit "179" was sub- 
mitted by rédmonton and IT have no knowledge of it. It is 
when we started to make the break-down we found out how 
it was made up. 

Q You made a special trip to wdrionton anc exaiined the 
original records there and from that you have prepared 


Hxhibit "456"? 
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Yese 
Tih CHAITRiAN: way we ignore Exhibit "Sel"? 
ee FRAVLEY: Yes, I really thought of with- 


drawing it. I thought perhaps we could withdraw it al- 
together. 

THe CHATIWAAN: No, it would break the order of 
the Lxhibits. 

Mie PRA WLINY: Then we can just certainly ignore 
Exhibit "él". 

bitte FRAWL OY: Now you can answer ire Macleod's 
questions, can you not, s.r. appleton, the number of gal- 
lons purchased by Texas fron Inmperiul in 1958? 

Yese 

550,000? 

600,024 gallons. 

Now it is taxed, it is in the Imperial Oil gallonége, 


taxes, about five or six from the bottom. 


THe CHALTussl: Yes, and what do you say about 
it. 
sake FRAWLIL: Piet Coole MSO Ly mag not 


show that, it showed the Texas purchase from the Imperial, 
in other words, this is complete, under the heading of 
Imperial Oil. Limited, and controlled gallons it showed 
thet the total scles in i:lberta by the Imperial Oil Conm- 
Peay 

by any company. 

By any company? 

YESe 

And whether it was tax exempt or tax collected? 


Yes. 
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Q. was 49,778,492.40 gallons? 

A Yess 

oF Then the next column ana the next one, £2, ¢€,. 4, coluns 
show the amount of gallons on which no tax is collected, 
sold by this same Imperial Oil Company? 

ra) Yes. 

8) To the Dominion Government, 266 thousand o@4 gallons and 
the Dominion Governuent pays no taxes on its purchases? 

A Lt pays no taxes at all. 

Q the next product, Varsol, is a cleaning fluid I understand? 

A Yes- 

G And 100 thousand o@d gallons was sold of that? 

A YeGe 
BAVOR LIPSETY? : Hot Taxable » 

re) wha BRAWLEY: No, you see Varsol is not taxable. 
Then you come down to the third last column, tax collected 
sales, which is just the difference between the total sales 
Alberta, and the addition of the four exempt classifications, 
you show they sold, sales of heavy fuel oil, a great deal 
there, 9,002,000 odd, which I understand represents what 
for example? 

£ Sales to'the railways and such. 

Q Locomotive burning oil for the railway locomotives? 

A Yese 

B lot taxed? 

mi WO « 

1 And then we cone to the total tax collected sales---- 
mAIOR LIPSiTT: Coal oil is not taxed? 
pe FRAVLEY: Coal oil is not taxed. 

fs Re FRAVL AL: 49,167 ,646.10 gallons and then 
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that last figure has been repeated in the second-last 
column and then ur.» Appleton has the percentage figure 
which is the total, which is the Imperial Oil's per- 
centage of the total tax collected sales, namely 49.61; 
now that of course includes jobber business and what 

they call their own direct gallonege and the only other 
item which is not here, andiir. appleton can put that 
into the record, what was the Imperial %il Company's per- 
cemsage of the total Alberta sales? 

That would be 53.84%. 

53-84%. Now the only thing, sir. Chairman, is, it occurs 
iL.ve Apoleton had done it this way and we wight squeeze in 
another column there, ire Appleton? 

well you would aluost have to make another sheet I imagine 
showing those percentages alone. 

It takes in, and I think perhaps the Commission is cer- 
tainly ges much interested in the tax exempt as tax col- 
lected gallonage itself? 

It is possible to put anothe: column in here. 

Yes, you could narrow your definition by even putting it 
in on an angle? 

Yess 

In that second~last column and then show that, 58%, what 
did you say it was? 

53 84%. 

which is the Imperial's percentage of the total gallonage? 
Yes, of the total gallonage. 

Now coming-~-- 

1aJOR LIPSET?: Just a second, that 54-84% is the 
Imperial percentage? 


Or the toval sales in the Province. 
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Q Of every thing? 

4 Yes, tax collected and non-collected. 

*) Tax collected and non-tax collected? 

A Yes. 
MRe FPRAWLaYT: de Gan put into the record, ir. 
Chairman, right now the further percentages.» 
MRe HARVIG: That just really means this 
first item, 49,000,0U0? 
WR. FRAWLEY; 49.000,000. 
WITH 25S: Yes, that is the percentage of 
one. We. OU0 000 otal. 

Q On the last page? 

A Yes~ 

Q Un page 4; we have the total gross in the Province of 
92,402,4601.25 for 1958 and the various companies! per- 
centages of that total, it has everything except the 
actual percentage? 

& Yes. 

Q And it is a matter of working out the percentage? 

d Yese 

Q Now the next items are the importations fron British 


Columbia end four comoanies only imported. 

THit CHALU.aN: I think so long as we have gone 
to all this trouble it would be interesting to show it 

On another sheet. 

wRe FPRAGLEY: Yes» Can we do it this way, sir, 
attach to this sheet. 

THe CHALIA N: Yes, glue it on. 

AIT G58 : I believe the court reporters are 


putting this out in mimeograph form as I understand. 
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“Re FRAWLEY: Yes. 
And that could be put in there at that time. 


But we would have to put it in here? 


It is right in there and can be put in here by pencil and put 


in in the regular one. 

wAJOR LIPSATT: If you put in 53.84% in that first 
column, would that not give it? 

Meer Lites. 

juke PRAWL Ys Just to keep it. clear, it is only 
three or four figures and we can easily dictate them to 
you for your own copies :2%..it is only a total of about 

a half a dozen figures but I would like to see it on the 


ixhibit «yself. 


THe CHATKAAN: It can easily be added. 
bite FRAVLiY: Yes, and perhaps the man who made 


the Bxhibit, itr. Appleton; might add it in longhand? 
Yes I can. 

wRo FRAWLEY: Beg ,us put it in, the importavions 
fron british Columbia were very small? 

Yese 

Just «69% of the total tax collected? 

Yee 

MAJOR LIPS cl? : Is that the percentage of the 
total? 

Yes, no, the -3%> is the total of the tax collected; of 
the, total it is .37%. 

GR. FRasLiY: Wow the british American Cil 
Company, Limited and controlled gallonage, we can go to 
the total there, I need not read the figures, 25.01% of 


the. totaustax collected and what of the: total? 
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22.97%. 

The Gas and Oil Products, Limited and controlled gallons 
are 5.62% of the total tax collected and what of the total? 
5.51%. 

the Texas Company of Canada and controlled gallonage is 
9.80% of the total tax colleeted and what of the total? 
8.43%. 

The Lion Oil Company and controlled gallons 2.21% of the 
total tax collected and what of the other? 

@ 11%. 

The United States of America importations are 3.17% of the 
total tax collected and what of the total? 

LuRe HARVIE: This item will be to others other 
than the Texas which is already covered. 

iunke PRAVWLEY: Yes, you see them theree They are 
all listed. 

MR.e HARVIL: The United States inmportations to 
others other than listed there previously. 

GR. FRAWLEY: Yess 

wAJOR LIPSETT: Before you pass fro the Yexas 
Company of Canada, is that 7,792,404 gallons, is that all 
imported? 

Yes. 

wRe FRAWLEY : Yes, it is all imported? 

Yes, all imported. 

From the United States of dAmerica? 

YesBe 

That is at the bottom of page 2, all of the Texas Company, 
every bit of that is imported, 7,754,000. 

wAIJIOR LIPSETT: 7,792 thousand, is 1% not? 


That is the total, yes. 
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wRe FRAWLET : Yes, that is the total. 
Wine LiaRVih: Just be clear on that, iir. Appleton, 


in addition to that, they did have additional Alberta sales? 
Yes. 


ana that is shown in one case=---- 


uPe FRAWLEY: well all the way through. 
she HARVIE: The Iniperial Oil. 
AIT WiS8 3 Yes, and the ‘Lion refining and the 


Gas and Oil Products. 


-_ 


lutte FRA‘. LEY; And you will just have to go through 
there to find your other sales? 

Yese 

Oh yes, I see what ..r. Harvie means, to get the total per- 
centage of the Texas and the total gasoline sold in the 
Provinee, you will have to add to their importations at the 
bottom of page &, such gasoline as they bought from others 
shown on the sheet? 

YES-« 

site HARVIL; Yes, ana deduct it fran the other 
people to show the true picture, in other words under the 
Imperial Oil this statenent shows 56.84), but part of that 
was sold to the Texus and distributed by then. 

iitte PRA JLaY: Yes, but the Imperial Oil iefinery 
und ..arketer and everything rolled together had 56% of the 


total sales in Alberte? 


Yese 
Re HARVIE: surely. 
pitte FRAWLY: iow the United States inmportations 


were 3.17%. of the total tax collected gallonage and what of 


the total gallonage? 
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274%. 
2674? 
Yes. 
Then your last group---- 
THE CHATR.AN: Of course that does not inelude 
Texas as I understand. 
wie FRAJLEY: Oh no. 
THs CHATRAN ; HAl thete 7,796 toousend., Lois 6) 


imported from the United States? 

Yese 

So that the importations other than the Texas Company of 
Canada would complete that description? 

Yes, all the importations. I think that is clear on the 
last page. 

ike FRAWLLY: jell I suggest that aight be a 
useful correction, ire Appleton, do you not agree, if 
you said "other than the Texas Company". 

You mean the heading there. 

I mean the heading? 

Other than the Yexas GComvouny. 

Whea you are making the other changes perhaps you night 
be good enough to put that in in long hand; then other 
independent coipanies dealing in, I take it that should 
Dee ans 

Yes it should be. 

In 1t8 own production=~-- 

TH CHALK. AN; vust a minute, if we want to know how 
much is imported from the United states we have to adc that 
tO this 2,496,722, do we, not? 


Dhse FRALEY: There ig no doubt about that. 
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THE CHATRIIAN: It is quite clear right now but 

I do not know as it will be so clear in a month. 

whe PRAWL GY: Wo, if you had those items nun- 
bered, this item at the botton---- 

THE CHAT RcAN: And it may be that long before we 
are writing about this sheet? 

The last sheet shows the proportion of sales due to im- 
portations from the United States. 

ins FRAWL RY: Yes, that seems to cover it, the 
very last page? 

The last page. 

He has a sort of summary there? 

On the fourth line down. 

THs CHALRiaA WN: And that vould include---~ 

The Texas Company am the independents. 

MRe FRAWLIY : Can that be just as well expressed 
in this language "proportion of iiontana importations to 
total sales in the Province, 12.955"? 

Yes. 

The sarie thing? 

Yese 

Now let us just finish this because I want to go back to 
that United States inportations item on page 6; now the 
last item you have, you call it other independent com- 
panies dealing in their own production of Turner Valley or 
Wainwright? 

Yes. 

In other words all of those itews now which are in this 
last group, that is all local crude, Alberta crude? 
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Sold by these various, through these various narketinrg 
GOLlpa ni es? 

Yes. 

wAJOR LIPSETT: Do you not want to get the per- 
centages. 

i:Re FRAWLEY: Yes a do. 

LR. FRAJLEY: dind now the percentage of that is 
4.19% of the total tax collected and what of the total? 
4.07%. 

Then you have in the totals, the final totals, total sales 
in alberta 92,462,461.25 gallons? 

Yese 

Of that 450,062 gallons were sold to the Dominion Government? 
Yes, tax free. 

100,695 gallons and a fraction were sold as Varsol and tax 
exempt? 

Yese 

1,760,804 gallons of coal oil, exempt? 

Yese 

11,192,6069% gallons of heavy fuel oil, exempt? 

Yese 

Which leaves a total of tax collected sales of 78,952,250.28 
gallons? 

It should be .25. 

It should be .25? 

Yese 

That makes 100%? 

YE6- 

wRe HARVILE: 10) Boa ,0207, 


Mike ERAWLEY: Wo, 78,952,£30.25. 
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wi JOn LIPSETT: What is that, that third last 
column? 
wiRe FRAWLEY: That is this last sub-heading, 


that is the other independent compunies, 

WITHESS: It is the sub-head which begins 
On page 4 and carries over, that is the 2,530 thou and 
you are referring to. 

MAJOR BIPSLTT: Yes? 

Thut is a sub-total,well it is the actual total for the 
independent companies but it is just a sub-total of the 
78 wmillion. 

MAJOR LIPSuTt: Oh I see that. The figure was not 
Garried for ward. 

wRe FRAWLEY: That is it, there was something 
not carried forward? 

I suppose it is the way thet has been typed out. 

Then you have some figures here at the bottom and you say 
that is the proportion of sales by Imperial O11, Limited, 
Edmonton, is 31.08%, now what is that figure? 

That is just the sales made by the Company itself. 

dnat it has been probably calling here its direct gallon- 
age? 

Its own sales. 

And the same figure for the Sritish Auerican Oil Company 
is 17.52% ? 

Yes. 

The same figure for the Texas Company of Canada is 6-607,3 
Yes. 

Now that is, just le us look at that for a minute, that 


means that that is the gallonage which they imported and 
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sold direct and purchased from Imperiul, Lion, G. & 0. P. 
and so on and sold direct? 

Yes. 

And it excludes all of the gallonage which they sold to 
their jobbers, chiefly the Artic Oil Gompany, the Cardston 
sOtors, Northern Light and so on? 

Yes. 

That is clear? 

By the way, it seesis to me, no, that must be right, I 
thought the Texas Company's percentage was different from 
that. 

Their total importations were 9.80)? 

Yes. 

And you have to subtract from that what they sold to 
jobbers? 

Yes. 

end add what they bought locally and it may be that they 
jJobbed some of what they bought locally? 

Yes. 

For all you know ? 

Yes, that figure is based on the 5,211 thousand gallons 
which they sold themselves. 

The 5 million? 

That figure which was referred to in sxhibit "179" as the 
total sales by the Texas Conipany. 

I see in Exhibit "179" the Texas Gonpany of Canada is 
shown at 5,211,75¢ and 3/5 gallons? 

Yes, that is their total sales. 

And that is the total sales on which they were respon- 


sible for taxes? 
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a Yes, this has to be broken down into the various prod- 
ucts. 

G Quite so. Then you have a final figure there of 12.95%, 
being the proportion of sales due to importations from 
<:0nta na? 

A Yes. 

‘es ow will you look please at the item on page 3, of the 
United States of America importations, now a question 
arose this morning, ire Appleton, which you siay be able 
to ansiver or if you cannot at the monent, you night 
make a trip to the Customs people at the Boundary and 
get the answer for us, the question which arose, 
the extent of the inportations of .::iontanu refined pro- 
ducts and you are satisfied that only 2,496,087 gallons 
were imported ard sold in the Province? 

i That is right, that is outside of the Texas Company» 

a Outside of the Texas Company? 

A Yese I might say that there was a larger Volume thar 
that imported but it comes through Saskatchewan but it 
is not included in this. 
mike HARVIE: I think you should also take the 


other figure on the left. 


whe RAL EX: The £,496,7e2, yes, just that 


£> 


small gallonage, uaking the total figure then 2,496,722 
gallons? 

FF YeS« 

Q Now let us look at those importers, the Consumers Oil 
Company, Calgary, do you know anything about their op- 
erations, and if so would you just describe them very 


briefly to the Coumission? 
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my That all went to the Warner district South of Calgary. 
Q south of Calgary? 

il Yes, South of Lethbridge. 

It is just a few niles from the tiontana line. The 
brumheller Independent Vil Company, 8,827 gallons? 

A That is on tie Drumheller district. 


It the Drumheller district? 


4 Slone, yes. 

Q They have a plant in Calgary, have they not? 

A Well just recently, just this year. 

Q Oughton brothers,19,950 gallons, tell us something ebout 


them and where they operate? 


A That is here in Calgary. 


Q they operate in Calgary? 

4 Yese 

a They are wholesalers? 

A Yes. 

a And that gasoline would be consumed where, roughly? 
h right at their plant here in Galgary. 


G In the Calgary district? 


A YES~ 
C Principally to farmer purchasers? 
A No, I would say that that is mostly number 1 gasoline 


which they are bringing in, which is more or less for 
the ordinary automobile traffic. 


They have a Wholesale and retail Dusiness? 


Pe 


A YeSe 
Q Hydro-Pete Oils, Limited, 105,227 gallons? 
my Well there was some of that sold in the Claresholm dis- 


trict but I would say the majority of it in ned Deer. 
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The majority of it in the Ked Deer district? 
Yes. 

Q what would that be? 

A That is just the white gasoline. 

Q Just the third structure gasoline? 

A Yes. 

Q Sold to the trade? 

A Sold to the farmer, probably. 


Q 20ld to the farmer probably, you would say? 


A Yese 


(Go to number 10,6097) 
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Q Ariio,Oll sales "77" Comsany, 17,470 gallons. What do 
those two names mean? 

é It is just the "77" means the company at which the Artic 
Company purchased its gasoline. That comes from the 
North West refinery at Cutbank. 

oy, Yes. Can you tell us how far into the province that 
praduct reaches? 

fb It, is sold in the locel, districts here in Calgary. 


In and around Calgary? 


& 


Yes. 


brs 


Q Yes, and the Huff Refining Company, Lethbridge, 135,005 
gallons? 
A Mostly sold in the Lethbridge district. He does not 


sell very far in the north here. 


Q Has. he any outlets.in the north? 

A Now 

Q The "77" Qi Company, Lethbridge, 346,773 gallons? 
A That is also from Calgary south. 


Q From Calgary south? 


4 Yes. 
Q Wheat iaiiGyoty SasoOline is it second or third? 
A First and. second, or first and, third. 


& Bercelbpanivec . EUny Ly 

A No, they don't use #thyl, gas. 

a) “e will hear more about that. There is no leaded gasoline 
imported at all into Alberta from Montana except by the 
Texas Compvany of Canada? 


Yes. 


tr 


The Be¢ker Oil Company, 87,91& gallons. What about that? 


a) 


A I am not quite sure just what product that is,that they 
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do import. £. cannot tell you off-hand. I can check 

Lt Ups 

You can find out about that? 

Yes, 

Lion Oil Companies, 61,653. 

Mv. COMMISSIONER LIPSETT: That Becker Oil Company. 
That is used in the Calgary area? 

Yes, that is all in the Calgary area. 

MR. HARVIE: That is the Becker Oil Company? 

Yes. 

Calgary north? 

Yes. 

MR. FRAWLEY: When you say Calgary nath , how far north? 
The Calgary area. They have one station at Camrose, but 
there 1s very littie passes through that. It would Be 
mostly in-the Calgary district. 

The Lion Refinery Company, 616537 

Tney have stations all over the province, and it is pretty 
hard to say what percentage of that would go to the different 
ones. 

“hat gasoline is that? 

Theat is Number 1, or Bronze gasoline, they call it. 

That they import from......... R 

The yeLe Mest ¢ 

At the moment, Mr. A:-pleton, we are told they are selling, 
I do not know for how long back, standard gasoline which 
they purchased from the TsxOs Cos ,any? 

Yes, I know. There is a funny thing about this gasoline. 
The Texas Company sell Bronze, and so do the Big ‘est. 


It may be that they substitute one for the other. I cannot 


say about that. 
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You say the Texas Comnany sells Bronze gasoline? 

Yes, and ‘so de (unerBig test : 

and they sell the Big “est. You say the Texas Company 
1M ONT ANG Vs es ware 

No, ‘the Texas Company do not sell the Big “est, But the 
Big ‘est also sells Bronze gesoline. 

Bronze unleaded gasoline? 

es 6 

You" do not know whet this 61,655 might be? 

No. 

WH: CORDS SIONGACRIPS S27: iand thet mighttibeysola all 
OVer tie province asiTer°as you know? 

Oh, yes. 

MAL PRAVLOY: MGeshie Olin Products! Limited, 3679900, sallons? 
Toes 

Wheat'dotypu say about that? 

iL would Seyi is Number Ll gasoline that they bring in 
and sell. 

Atl over the province? 

MR. COMMISSIONER LIPSETT:: Wuen you say Number 1 you mean 
standerd gasoline? 

Yes, standard gasoline. 

en See Baa Line Coutts) Gi Dy 

inet Jseguet an Vimpertauion thet: they) brought) in there. 
IG Poa knowl gusily what it ws. 

It is an isolated transaction? 

Yes. 

Taber Motor Compeny, at Taber, 21,589 gallons? 

That was oil rnurchased by Trimble and brought into the 


country here and sold to them, Thev would be using 
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Number 5 structure and standard gasoline sold in the 
Taber district. 

Sold in the Taber district by the Taber Motors? 

Yess 

Trimble & Sons, Lethbridge, 458,998 gallons? 

Yes, that is sold in the southern part of tte Provine. 
Individual farmer imports, 1,168,892 gallons? 

Yes. 

What can you tell us about those? 

That was individual imports into the province by the 
farmers themselves, and I would say that outside of the 
odd one which goes to the north country, they are all 
south of Calsary, In fact, most of them, [ think, are 
south of Lethbridge. 

MR. HARVIE: How many individuals would there be, do you 
know, Mr. Appleton? 

It is pretty hard to say that. 

A dozen or over? 

Yes, three or four hundred. ‘le have the figures of the 
actual importation of that all in here, but it would take 
some time to compile it all. 

You heave the information? 

Yes, we have the information if we have to get it. 

MR. FRAWLEY: You can tell us every single individual 
that imported, because your check with the customs is 
very close, and they advise you of those importations? 
We have an agent at the various ports along the line 
who report to us every week, and once a year we check 
those imports against the Customs Entries themselves. 


LS a truck of gasoline comes through the Customs it pays 
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lg duty and the 7¢ or whatever it is, the tax that 
they pay to you? 

Yes, unless it is imported by various agents of the 
government who are tax eollectors. 

And that is raid later? 

Yes. 

MR. COMMISSIONER LIPSETT: I notice on Page 3, under 
Lion Refinery, an item under Texas Company of 388,171 gallons? 
Yes. 

Is thet importation in addition to the Texas Company's 
importations? 

No. That is gasoline that the Texas Company sold,’ which 

they purchased from the Lion. 

MR. FRAWLEY: Locally? 

Locally. 

MR. COMMISSIONER LIPSETT; It is not imported at ail then? 
Nowe (hetmiSaall third Ssuructure gasoline that “they tuy 

like that. 

WR. FRAWLEY: The Tsxas Compeny, I think it is in evidence, 
imports very little of that third structure gasoline. They 
buy that locally. from the Imperial and the Lion Oils and 
Ties. oo Orb: 

Meas 

THE CHAIRMAN: I suppose it is quite clear to everybody else, 
but could you tell me in one figure how much gasoline was 
imported from Montana in the year 19388? 

MR. FRAWLEY: In gallons? 

THE CHATRMAN: Im’ Zallons.- ldo nov care 
who imported it or what they did with it, 


MR. FRAWLEY; Yes, let us figure that out. 
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THE CHAIRMAN: ‘e are told that ae very 
considerable amount of gasoline is dumped into this 
eountry. JI would Like to know how many gallons are 
brought in here. 

MR. #RATLEY: Insofar as the slberta consumption is concerned, 
I think this will be the exact figure for you? 

ADS BSR 001s 

Tat CHAIRMAN: What is that figure, please? 

LO ool, wow 

Gallons? 

Yes. 

In the year 1938° 

Yes. Of course I might say this, there is more gullonage 
than that imported into this proviriee, but it goes right 
through to Saskatohewan. This is just the Alberta imports 
shipped into this province. 

MR. FRAVLEY: At the momentt, we are worrying <bout the 
Situation in .4lberta, and that is a figure of 10,000,000? 
THE CHAIRMaN: Theat is from Montana? 

From Montana, yes sir. 

MR, PRAvLcY:. That is out of a.total Alberta sales of 


92,462,461 gallons? 


THE CHATRMAaAN : Just give me that, Mr. Frawley, 
again? 
MR. FRALEY: 92,462,461.25 eallons. 


MR. COMMISSICNER LIPSEIT: In the importations is there some 
other item as well as the items under the Texas Company 

of Canada and other importations? 

MR. FRAWLEY : Will you just give the 


Commission a break-down of thet figure you have given me? 
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The break-down of 10,000,000 is the total importation 


froin the United States other thar the Texas Comnany of 


Page 3. 
Mins COMMISSIONER LIPSETT: B7486. eo, io tt note 
Oh, I see. 


En. WRAvLEY:. You are takine the tax collective? 


It makes a small difference. Better take the corrected 
fieure,<#.496,722. “hat is the next figure? 

in. COMMU SION TA LIPSET?: It is a very small difference. 
MR. PRAWLEY: Y6s, but we might as well eet 
it absolutely right. ‘ie have the corrected figure for ya, 
Mr. Chairman. 

the figure I’gave you, Mr. Chairman, wes the actual tax 
corlective sales. ihe total importetions were 10,286,720. 


WR. PRAVLEY: Yes, 10,268,7264.- Taere is a half-gallon there? 
b] b] ’ rs) Fy 23 


Yes. 


TH, CHATHAM 3 Imported into Alberta from 
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he. PRLVLEY: Now, Mr. appleton, we heave heard: about......% 
Pre Miller told us this morning in 1968 trucks were taking 
refined petroleum products from Montana as far east as 
Brandon? 

Yes, they were. 

Some of those might come through our Alberta ports at 
Coutts and other places? 

I believe there was the odd one came through, but most 


of them went east to North Portel, and went north from there. 
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wt least, that is whet they were doing in 1935. There 

is a number hauled through here to Prinee Albert, 
Saskatchewan. 

You were telling me that. That may be of interest to 

the Commission. How far is it from the point of origin 

in Montana to Prince ilbert, Saskatchewan? 

ligisye tritle (over 600 miles. 

and sOme Of it is being trucked 600 miles into Prince Albert? 
Yes, Prince albert, Seskatchewan. 

th" COalkMAN: Before you get into another province. 


Thet is gasoline of all grades? 


Yes. 
Teva wOuuea tigre “On crude oll? 
HO". vaore IS novcrude oi) in this at all. 


b] 
MR. SRAWLEY: nave you any knowledge, or eould you obtain 
the importations of crude oil into Alberta? 

Uisyes, We Nave & record of that in Edmonton. 

You have a record of thet in fdmonton? 

T haven't it here with me. 

ft mey be useful to put that down beside it? 

THE CHATRM AN: Tl would think so. 

MA. PRAVDRY: ~Let’ us get that. That is something you 
collect purely for statistical purposes? 

Ase metter of Tact, TI think ir. Cottle could practically 
elve you thet right up to date. hat has been handed over 
to him regularly every month. 

It comes from your department in “dmonton, though? 

Yes. 

Why do you keep that record? 


For statistical purposes, I supose. 
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To check on what came out of the refinery, you would 

have to check up what goes in? 

Yes. .6 get. a report from ail’ the’ companies on the 

Sth of each month cuvering the month previous, end all 
importations across the Line are checked by our own agent 
there, and we check these once & year against the Customs 
Sntries themselves, 

tine COATAMAN 3 Now, you are getting that 


figure on crude? 


WR... FRAWLRY : Weiey 

TH" CHATRMAN: Now, as I avpreciate the evidence, there is 
a suggestion thet the importations into Saskatchewan and 
Manitoba from Montana have a very direct effect upon the 
Biberta position’ 

MR. FRAWLEY: Yes, there is some suggestion 
Oise lect, Sei Wwillweoyporany Length Tita igikel ear. 

bat certainly ir. Appleton would not be able to give Us 
anything but a few generalities. I might be able to by 
approaching the departments in “Vinnipeg and Regina, But no, 
Minin cele ciea teu Detore. Do they Keep @ record just jas 
you keep here in those other provinces? 

Only on gasoline, 

Ané it would eliminate what? 


&ll distillates, anything below 44% eravity. 


(Go to Page 10,706) 
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There is a considerable number of those coming in? 

Yes, there is. 

THE CHAIRMAN; as I understand the witnesses 
for the oil companies we have thus far heard, they suggest 
that there is a dumping of -asoline from }iontana and that 


it affects their volume and s affects their costs, and 


seriously so. That is the suggestion we have had made. 
PR. FRAWGRY: OO, yes, sare: 

THE OHAIRMAan: While we ape ihouiring into vit, 
we know what comes into alberta at the moment. ‘’e know 


how serious that complaint is. Do we know what is going into 
Manitoba and Saskatchewan from Montana? Tt has been stressed 


before us thet volume matters. 


MR. FRAWGRY: Tea. 
TH. CHAIRMAN: And if ‘the volume is being 


interfered with through the non-applieation of dumping 
duties in eases in which it should be applied we should 


ip 


know it. That is whet strikes me at the moment, !‘r. Frawley. 
UR. FRAWLEY: AL] I ean say about that is thet 
I will write Winnipeg and Regina and see what I can get. 
But I would like to exhaust ‘Mr. apple ton---- 

THE CHAIRMAN: The responsible officers of 
both the Impérial and the S8ritish smerican have secmed 

to look upon that as a serious matter. 

MR. FRAWLEY: Les. 

TH CHAINMAN: So I think we should not in any 
way ignore it without attempting to look into it. 

We would have a complete record of all coming through this 
Provinee for Saskatchewan but what would come into 


Saskatchewan from points further east we have no knowledge of. 
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MR. ANTL RY s Through North Portal and the 
other points? 

£8. 

THE CHAIRMAN: Ore Can Chi yedomime. r pest, bu if 
it is obtainable it would be completing your picture to 

Dut 26 Yerore 28; 

MR. FRALEY: Do you have any knowledge about 
this----it has been suggested thet the ilontana refiner is 
pretty careless, well, he does not insist, voupiit, thet way , 
does not insist upon collecting from the alberta farmer - 
let us take him as an example - who goes down there with 

his tank truck and loads up and comes back to alberta; tht 
SiCy Wis. £1 Vem 8 price whieh they will not eive thot 
particular farmer's opposite number in Montana if he went in 
With His tank truck 16 the same refinery, say the Bigs “est 
et Kevin, thet he would not @et the same price as the 
moperta carmner going in, with bis truck for the same product. 
Do you know anything about that? 

No, I would not know anything about that. 

MR. COMMISSIONER 2IPSETT: Do you know anything about the 
prices for these importations that you have statistics on? 
Piievev seen a tie Hrices bub .lo 7,emember now Lt would be 
previ hard to a0; 

mre taéy all on the documents that come before you? 

Yes, all importations at the boundary, custom's importations. 
Poul eyo pe pO ssi ble tot say aso this 0. S. A. 
importations column, would it be »ossible to get the pvrices 
trom the invoices, A general picture’ of them, if not all 


in detail? 
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Yell, I do not krow whether I would be at liberty to examine 


Dominion Government Custom's entries and then sive information 


iS 

on them before any Commission. 

You would have to get some permission? 

I would have to get authority for that, I would think. ly 
authority only allows me to examine those documents covering 
our own importetions into this Provinee, and I do not think 
it would allow me to get information as to what I see, that 
is 43 far as prices. 

It does enable you to give the quantities but not the prices? 
Yes: 

The point of interest is this, sir. Anvleton, we have been 
told that around 8 cents is the price chargéd for what is 
coming into this Province as against 14 cents for what is 
sold in Iiontana? 

PeGetieeO SO, Larias to say in some’ cases the pruce as. less 
than 8 cents. 

BR. FRALEY: Let me make this sngsestion, if 
VOU Maye, sole inflormation 1 think Wwe misht easily get 
around any question about disclosing information as you say, 
by getting the consent of the people whose invoices you 
Were SOGhiiue Stew Tiere would rot be, any sd te ioulty, would 
there? If you stopped a farmer's truck and checked it for 
tax purposes and looked at his invoice and told him you were 
going to convey that information to this Commission, he 
would not have eny objection at all, would he? 

No. 

Tf CHATRMAN: “hat objection could he mMmve? 

tr necessary, wevwill Gall the farmer and heave him bring 
his documents. 


MR. FRALEY: But just to get it quickly through 
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Mir. Appleton and to eliminate from Mr. Appleton's mind any 
Suggestion of a breach of confidence. 

THE CHATRMAN: There would not be a thourcht of 
calling on the marketers? 

BTR AWVLEY: No. 

Gasoline has been bought down there as low as 5¢ cents. 

ord structure gasoline? 

Yeu’, 

PH: CoATRMAN : I do not know how imsortant this is 


7p 


but we have hadi it stressed by tr. malwerson andr. Miller, 
and they strike se as witnesses who do not speak without 
having some reason for speaking----- 

I have to be at Coutts on Friday afternoon and’ on) Monday I 
200d eive vou tne exact’ prices, if, that Ps vermissi0 le. 
Me Ra LY 8 Dmould) hike tolierre: ven Cle Iie Ww obi 
YOUNG) 1 would like to make as much| use) of youlas Tvienn. 
MR. COMMISSICNER LIPSETT: I was interested from another 
point of view, that through a deputation to the Minister of 
Trade & Commerce at Ottawa, he made the definite statement 
TO US 0thay is there was evidence produced, to him of idumping 
Dewould pat Loe cumpine’ duties in: force atvonce. That) was 
with reference to another commodity. But I was just 
interested in knowing whether revresentations had been made 
to the Government if there was this competition from 
products that were dumped. 

BEY o alti 7 cits Y L think the Alberta PetroLeum 
“association has done something of that kind and they have 
mde representations. I do not know what the major oil 
COmpaltes Mave done anol that, tha tvwane Seliinge  casoline 
in this Province. and the biggest violator.of the anti- 


dumping laws, if there is a violation, is the Texas Company. 
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He ws Applseton. 
MR. GOMMISSIONER LIPSETT: That may not be the case. They 
may be taking it in at the PO pr oe. 
VR . FRAVIEY: They are certainly selling it 
at the ull price, ana I cannot get that cumor my head, 
that is important. 
MR. COMMISSTONGR TIPSETT;: The producers’ Association made 
their representations to the Dominion Government but were 
interested Teallvy an orude and we heve 1t/trom Mr. Miller 
that there was something Gone about crude. 
MR. FRAWLEY: ney ere Litereguen seu soe rn 
eesoline and if think’ they, included that in their representa-+ 
tions and they sent down-----that might all be explored - 
they sent down some people to investigate. That was one of 
the things that was in my mind when I asked the Texas 
Company to make available their customs brokers here, 
Messrs. sllan & Johnston. They should have some knowledge 
SOUL Met. lt ae the crux or it. The Dominion) Government's 
gob is to see there is no anti-dumping---- 

TH: CHAIRIZAN: To. see there is no dumping. 
MR. FRAVORY; To See Wuere DS no wlolapoonm.cr 
the anti-dumping clauses. The Texas Company are bringing 
in thousands of gallons every day. Wow, it is not to be 
Supposed---I do not know, I have no brief either for or 
against. One might think a little trickle of Montana 


gasoline might not be such a harmful thing; 


MR. NOLsAN: There ere, LU million gailons. 
Ti CHalRMan: Quite a trickle. 

MR. NOLAN: Yes, quite ea trickle. 

MR. FRALEY: That is keeping the price down 


to the consumer in southern alberta. 


MR. HARVIG: And swatting it up to the consumer 
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Lethe north. 

MR. NOLAN: I do not understand with respect 

to these dumping regulations to what commodity they apply 
and do not apply. I wonder if there is not some gentleman 

from the Dominion Government, in the Customs Branch, who 

would be good enough to tell us what the duties are and 
whether they are enforced and if not why not, and what the 
position is. <sust to say there is dumping means nothing 

to the Commission. These products are allowed to come in 

euGa  tlers Test pe ‘somevexplanation of) i't! 

MR. FRAVOBY: It is in a very bad state of mis-~ 

information at the moment, as fir as this Commission is 

concerned. it has to be straightened out. |) thought I 

would be making some progress by asking the Customs brokers. 

MR. NOLAN: “hy not get the Customs 

ofrictals? 

2, FRAWLEY: Iam afraid they would say “I have 
nothing wo say unless Ottawa tells me to." As far as forcing 
them,,.1 consider---well, there is no necd of béing pessimistic 
about it. I ean talk to the Customs peonle and find out 
how far they can go. 
mR. COMMISSICNER ZIPSETT I do now, thi they ean do 
anything until it is shown that the stuff is coming in at a 
certain price here and that that is below the market price 
across the border. The Customs official does not know, 

Necessarily, or officaally, .what the market price, is across 

the, border unless it is brought to his notice officially in 
some way. 

PR. FRavusy : That is the investigation we 
heard someth.ng about from somebody. Two sien by the name 


of Knowles end Fisher. Customs officials. 
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H. J. Appleton. 


TH CHATRMAN ; “Te were told in connection with 
the Texas Company. 
MR. FRAWLEY: I think the Texas Company. 
Mr. Knowles and Mr. Fisher went down and made some inquiries 
and they are the people---it is not of much value in my 
view about it but it seems passing strange to me that the 
Customs officials when they could collect an extra cent a 
galion for the Dominion treasury would not be alive to 
their job. 
THE CHATRIMAN: On the other hand, it would be 
Very estranes if a iman like Mr. Halverson would say “While 
we have anti-dumping laws they are not enforced, to the 
disadvantage of the oil companies operating in Canada." 
That 1s confirmed by Mr. Miller, who sbeaks with every 
sense of responsibility. 
MR. FRALEY : IT an not taking any position 
BpDOU LI DUE hi eas UO peLOxOLOred.. (lb it Senmie very pad. 
state at the moment as far as being clear to the 
Commission. 
THE CHATRiiaN: He arewtry dio tort ind ways cand 
means of finding out what a proper price should be. it 
Snuould not certainly be on the besis of saying that the 
Oil companies could operate for something less. lLvery 
other means should be explored. 
MR PRAM LEY s Ohae esi. 
Me. TEARV Lbs Just in that connection 
igi wv er nel iL WeliG Onl. Set one ol these 
tice OluoOur wun ned bruckers. Or lone, or these dogengs of 
other independent companies who have gone down and bought 
a considerable quzentity and brought it in. They might 


Bive us the history of their ‘experience: down there. 
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mR. FRAWLEY s “Vell; lir. Appleton could 


line them up from wall to wall; 


Pits SEaAhV ID: “Ne do not want them lined up. 
MR. FRAWHY: We could get lots of them. 
Me Ha VS: Then should we not do it? 

MR. PRAVLRBY ; i am not Tretisime storie 1%. 
THE CHAIRMAN: It is one-tenth of the total 


sales in Alberta. 

would’ say that the best person to geti in thet connection 
would. Ve” Trimble and Son. 

MR. FRAWLEY : LD have insmi ms cel wines imb le. 

DP think’ ne enjoys about the largest business: 

MR. “COMMISSIONS RYLITSETT: wS against the fisure of 8 cents 
Mr. Appleton puts a lower figure of 5¢ cents. 

MR. FRAYVLEY: ‘hat we have to get is a comparable 
tigre in Montana, and that is my difficulty at the moment, 


setting thet comparable figure. Mr. Harvie is Bringing «a 


man on Monday, this man Dempsey - he will be here on ionday? 


MR. HARVI2: ¥Yes,) we.are Uringins the man 
who has the most information on the whole thing as far as 
we are concerned. 

TH! CHsalTRMAN: fret wily pe helpiul. 

MR. HaRVIi: In connection with the item of 
SoieeOn Medvay sue l, Oil on page 4 1) 192 6995 callons? 
yes. 

MIerewrs ioOne OL Ghat type of product being imported? 

No. 

ina igetue beavy Tediaqwe Lert from tue refinérie sy 

The heavy residue from the refiners. 

DOL the ravlwaye ror fuel oil? 


fo railways: end O11 companies drilling wells for fuel 
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Be vera oveton . 


purposes. 

Heavy fnel? 

Yes. 

It should be deducted for the pursoses of comparison from the 
other figure? 

That is why most of «y figures were based on a tax collective 
basis. 

MR. COMMISSIONER LIPSiTT: Nhat is that? 

Ch bacoount sof i tepei ne heavy /iuel) meal wotie residue from 
the crude, all my percentages were based on the tax collective 
sales which via the ectual consumed eallomese; in tie Province. 
MR. NOLAN: Might r asi Meo Sev leton a question. 
Mesuovesneaerd) Something sere. Ur. Appleton sapoub) farmer 
dealers. Do you know Whet farmer dealers are? Do they 

come within the orbit of your duties? 

Yes. 

Wet are uhey.? 

Pefermer en ler eS ie tte Gere On Wino (VOU mia th say, iia Set wp 
DVCeny, One sor Lac independent) oll cogpanies, to sell for nim 
On consignment. VOUS oO MSay syns Witla mite or five 
miles of any small town. 

Logue tious reste alin the: year round? 

No. Nney Costly just operate during, the, Summer. 

During what we call the peak season? 

Just the business part of the season. 

Then what hapsvens to them? 

Licneuievecenerallvyirlold up Gilles the next Sorimg. 

Do you issue them a teesa Be Well, what are your duties? 
Lean en anda por. 

You have nothing to do with licences? 


No, not now. 
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Q Do these people have licences or do you know? 

a In some cases, and not in some other cases. . The independents 
use them as agents of their own. That is, they will issue 
LUVOLGeSs oelonsire to the individual andeperdens. 

Q ONheviWili ws seue Invorces belongings to tite gudawigual 
independent? 

A YOoS;,aune farmer dealers will not have books of anvyoices 
Provided. Of thei own. They will use invoices belongings To 
the company whose products they are selling. 

Q Pnen Wee 2S part Of your duty, I take it, te go around amongst 
these farmer dealers and see that the tax is being collected, 
PS 1 te 

A No. The taxes have to be collected by the agent who makes 
Pie OL ese oO rOd ucts “in the Lirst ansvance. 

Q How do you know-about the farmer dealers. How do you come 
in contact with them? 

A UVery MOuth Wwebhave any town dealers @iveyus @<report of the 
actual gallonage which they purchased and how much they sell 


and to whom the gallonage is sold. 


(Page 10,716 follows. ) 
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“e@ have these for reasons of refund purposes, as you 
know. The farmers are allowed a refund on gasolene. 
THE CHAIRMAN: How} do you know who they 

are unless they take out a license? 

We get that from the egents of the Minister because 

they audit them once a year. 

MR. NOLAN: “hen you say they are out 

of town, teke a small town, Okotoks for example, there 
are a certein number of dealers in Okotoks? 

Yess 

Then these farmer-dealers would be outside of the town? 
Utlizing their farm home as an agency for the Oil company. 
As an agency of the Independent 611 Company? 

YES. 

I think I understand you. 

Yes. 

THE CHAIRMAN: And you say they are not 
required to be Licensec? 

They are required to be licensed, yes, but the -way they 
get about it, they are the agents of the iinister, they 
Claim they are agents of theirs. 

MR. HARVIE: They are employess you mean? 
“ell, that is what they call themselves, actually they 
are not and so far the question is really in abeyance 
right now, they are still arguing ebout it in idmonton, 
whether they are going to license them or close them out. 
What these farmer-dealers should be required to be -- 
They should be licensed dealers on their own. 

And also have automobile truck licenses, commercial 


licénses? 
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Yes’ 

And do they as a matter of fact? 

ell, the odd ome does not. 

The odd one does not? 

Yese 

4nd I suppose the odd one does? 

YeSe 

MR. FRA‘-LEY: it is a very nice thing 

to know that the odd one does. 

MR. NOLAN: It is one of the things that 
we will know more about later on when some of the Imdepend- 
ents come in to explain their marketing setup but I have 
been at a little loss to know what useful purpose these 
farmer-dealers serve or hov long they are in business 
during the year? 

Some of the Inde-:ndents call them just straight consign- 
ment accounts, which is just another name for them. 

MR» FRALEY: You realize, Mr. Chairman, 
what Mre Plotkins was talking about to Mr. Halverson at 
great length. Mr. Plotkins is the man who has most 

of them? 

Yes, he has quite a number of them. Of course, he is not 
the only one. There are others as well. 

MRe FRAY LSY: He will tell us all about them 
I am sure. He will defend them ana praise them and we 
will hear all about them. Thanks, lir. Appleton, if you 
will make those corrections. I have the original #xhibit 
here. ALL right, Mr. Miller. 

THE CHAIRMAN: Mr., Harvie, just before you 


proceed with Mr. Miller, Mr. Prawley, Mr. Appleton used 


aay 
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the expression “agent of the Minister"? 
MR. FRALEY: Yes, that is an expression 
peculiar to his capacity and perhaps he should explain 
that a little bit more. 
THs CHAIRMAN: Perhaps it would be as well, 
just from where he is. 
MR. FRALEY: Will you stand up where you 
are? 

HENRY JOSLPH APPLETON, having 
been recalled, examined by Mr. Frawley said: 

Q@ MR. FRAWLEY: The Chairman has mentioned 
the fact that you spoke of the agent of the Minister, 
what does that mean? 

A The Agent of the Minister is a person or a company whuv 
is appointed to eollect the taxes on this gasoline for 
the government. 

THE CHAIRMAN: Oh, yes. 

Q MR. FRALEY: In other words, the Imperial 
Oil Company is an "Agent of the Minister"? 

A Yes. As a matter of fact, every one of those mentioned 
in Exhibit "179" are all agents of the Minister. 

Exhibit "179" that is -- 

ys) That list supplied there. 

MR. HARVIE: Are there any other than that, 
Mr. Appleton? 

None. 

MR. FRAWLEY: Let us see how it works out, 
what is the advantage of being an agent of the Minister 
and the disadvantages of not: being? 


‘A Well, well the ordinary deeler who is not an agent of the 
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Minister has to pay the taxes at the time of the sale 

to hime 

find if he is the agent. to the dealer? 

He purchases it less the taxe 

Take the situation between the British American Oil 
Company and the Great i.est Distributors, if the Great 

Vest was not an Agent of the Minister they would heve 

to pay the 7 cents tax on all the gallonage as and when 
they bought it from the British American? 

Yese 

But being an agent of the Minister, as they are of course? 
veo 

dnen they take ell of their @asoline tax fires, as you call 
it, from the Dritish American Oil Company? 

Yes. 

And when they sell it in turn, if they sell it to an 
agent of thé Minister, they in turn sell it tax free but 
if they sell it to one who is not an agent of the Minister 
or a consumer, then they collect the tax? 

Yes. 

THE CHAIRMAN: And are any of the consumer- 
farmers agents of the Minister? 

Noo 

MR. FRALEY: The ‘nole is plugged a little 
higher up than that. 

THE CHATRNAN: All right, thank you. 
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SLYRED ALBERT MILLER, having 


ee eee 


been recalled, exemined by Mr. Harvie said: 


Mr. Miller, just referring to that last sxnhibit? 
Yes, EF would like to. 
Have you any comments to make about that? 


Yes, I would like to make some comments about that. 


THE CHAIRMAN: hich one is that? 
MK. HARVIE The one which Mr. Appleton 


just put ine 

Iwas quite interested in that information because of 

our Graph Woe 6, we showed the importations from siontana 
into vanada, 15,256,517 gallons. Nov not having all 

the information of destination and so forth that 

Mre Appleton produced, that figure naturally might be 

out as far-as tho rrovince of Alberts is concerned but 

es I said this morning, there are importations coming 
through the Montana boundary to alberte into Saskatchovang 
there are Likewise importations coming direct from the 
Dakotas into Saskatchevian and from the Dakotas into 
Manitoba but I think they are very small at that end. 
Now, Mr. Frawley, you stated that or you got that 
figure down, rather, to about 10,000,000 <allons so far 
as flberta goes, is that not right. 

THE CHASTRMAN: 10,288,726% gallons? 

That is right, sir, and then you spoke of that percentage 
of the total of the products sold in the Provinces of 
Alberta vhich aa show -- 

MR. FRA‘ ‘LEY: 12.95%? 
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12.95%, Mr. Appleton says? 

ko, IL am taking about the total figures, the total sales 
for alberta. 

TH CHALRMAWs: 94,462,4601,25 gallons? 

That, is right, sir. Now so far as the taxable gallonage 
is concerned we are more interested in that, that is the 
importations from Montana are really taxable products 
used either in the motor cars or tractors or buses or 
other forms of transporte tion in Albertae [In that figure 
of 92,462,461 and a quarter gallons there is over, there 
Pe ll i9ac,o6¥,o0 gallons of heavy Tuell, Thereitore,) 1 
think that it would be more comparable in considering the 
percentege of Montana importations, in other words, it 
would be more fair, to consider the Montsna imports in 
consideration with the tax collected sales in the 
Provinee of Alberta or the light oils in alberta and not 
against the heavy fuels that are consumed, which are 
residue and consumed in locomotives etcetera, 

Mr. FRAWLEY: That is what it is, the 

13% is the tax collected sales? 

I thought I understood you to say, Mr. Frawley, when 

you said the total sales of 92,000,000 gallons, 

That is right, the total sales are 92,000,000. 

And you are making the percentage of the importations 

to that only a trifle and I say in comparison to the 
taxable figure it is = big amount. 

THE CHAIRMAN: I see the point. Kow what 
is the taxable then? 


The taxable, sir, is 78,952,230 and one quarter gallons. 
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Q MR. FRALEY: Now, what are you saying about 
percentages? 
xe) what Iam saying, br. Frawley, is this, that in order to 


get a fair comparison and particularly tho Province of 
Alberta, should be interested in that because of the road 
taxes which you collect on these products, theses products 
which are coming in from the State of montana are not 
heavy fuels used in locomotives or residue or asphalt or 
other heavy products, thoy are Light oils. 


We are entirely at cross-purposes. Look at the statement, 


& 


12.95%, Mr. Appleton says that that, 13%, let us call it, 
is the percentage of importations from Montana compared to 
the 78,000,000 odd you are now giving the Chairman? 

4 I would like that to be clear and I was not clear. It 
was my understanding you were making a comparison with 
the total, which includes heavy fuels. 

Q No, do not be concerned about my comparison, it is what 
Mr. Appleton has submitted in these Exhibits and it is 
clear what the 12.95% is. 

THs GHAIRMAN: Anyway it is clear now, you 
say you should compare the 16,288.000 with the 78,952,060? 

A Yes I think that is the better comparison. 

MR. FRALEY: and that is the 12.95%. Perhape 
I am not understanding? | 

THE CHAIRMAN: That works out in percentagos 
but he wanted it clear and I had not got it myself. 

MR. FRALEY: Do you see the figure now, 

Mr. Chairman, it is this figure here? If IL interjected 
Something perhaps which was contrary to something which 


Mr. Appleton said, I did not mean to do SO- 
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3 Vhether it was done unintentionally or not, Mr. Frawley, 
the fact remains or we maintain anyway, that this importation 
into Canada at the distressed prices of the United States 


has a great bearing on the cost and operation of our 


business. 

Q Oh, yess tie have this 13, -- 

vs Then =-- 

& M&JCR LIPSETT: Mr. Miller, the original 
table vas made up exactly as you are putting it now but 
I think we askeé for these other percentages of the non-~ 
taxed and these were filled in during Mr. sppleton's 
examina tivun? 

A Quite right. 

Q We have them both now? 

A But I do think that it is an essential point. 

a) Yes, if is. 

vy I do not think it would be a fair comparison unless 


the light oils were considered. 

Well then, in going back 
to my Graph Poe 4, the importations into Canada from 
Montana, for the years 1937 and 1948. I apparently in 
my explanation of that grapn conveyed the information 
that that 15,266,517 gallons may have come into slberta, 
So we will say the difference between the 15,266,517 
gallons has possibly gone on into the Province of 


Saskatchewan which amounts to hov much? 


MR. HAKVIE: Just about 5,000,000. 
VETRESS ¢ I think there is the possibility 


too, something funny about the amount of individual farmers 


who make purchases and salesa I have not the necessary 
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information with me right now but I believe thore are 

@ groat number of those that they term their individual 

purchases by individual farmers are purchases in the 

State of Montana and are brought into Alberta and are 

not used on farm consumption. They are brought in and 

sold to dealer outlets with independent pumps. Asa 

matter of fact, we know that to be the case in many areas 

and I will get the figures if I can in connection with it; 

therefore these people go down there, they are not going 

down there to buy that and bring it back for their own 

farm use 100%. They are in the business. They are 

down there buying and reselling up here in some cases. 
Another thing I would like, 

I think might be interesting, Mr. Frawley, is, I do not 

know whether this is correct or not but the reports 

coming to me are that a number of these people are g0ing 

down to Montana and buying this gasoline, these particular 

people you speak of here and Mr. .ppleton speaks of, 

operating their trucking eaumipment with a special license. 


Are there two classifications of licenses in the Provines? 


MR. FRALEY: Yese 
WITNESS : Is there a cheap license? 
MR. APPLETON: There is an ordinary farmer's 


license and also the B. 
LTNESS: Is there not a big difference 


in the case of thavce¢ farmers? 


MR.e APPLETON: Yes, quite a lot. 
ITMESS ; Our agents complain about that, 


wht is that rate? 
Mnre APPLETON: THATS Diese yOu La | be othe 
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Same but the heavy truck would have to pay a heavier feo 
which might run anywhere fron {50.00 to 3500.00. 

WITNESS: “hat is the difference between 
the twa licenses, 

Mest PPLETON: There is really not much 


difference. 


THE CHA TRMAN: On the wheel base for the one 
and the other is what? 
Me... APPLETON: One is oh the vheel bese and 


the other on the freight. 


WITRESS: There is not 4 special farmer's 
ratcec 

MR. aPPLETON: Yes, there 1s ther Dvrorvtine 
farmere 

WITIESS: In some provinces they have a 


low rate for the farmer where he uses it for his own 
purposes but once he goes into a business and starts to 
haul for other things he has to pay another rate. 

ie. APPLETON: we have the same here, The 
ordinary farmer's rate is about, 435.00 would be the 
high rate. 

MR. FRAWLEY: Mr. Appleton can give you 
all this information now. He belongs to that saine 
department and he can put it on the record if you wishe 
LITMHSS : Well hire Knowles of the 
Customs Department has worked in western Canada for many 
years and is more familiar vith these importations into 
Ganada from the United States than anybody else in the 


Viestern Provinees and perhaps more femiliar with them 
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than most people even in Ottawa, he is more familiar with 
them than anyone else I know of and I wondered if sotme- 
body like Mr. Knowles could not give more information 
about this that would be of help. 

MR. FRAWLEY: Do not misunderstend me, if 
you want to get any information vith respect to such 
licenses, Mr. Appleton can give it to you. 

WITNESS: No, I do not want any. I 
just asked that guestion, I was not clear myself. 

MR. FRALEY: LOU USvEOU MUA Ti. ves. 

any value to you, let us put Mr. Appleton in and get 

this information as we go along. 

MR. HARVI2: IT think 1t would) be helpful, 
MR. PRA'. LEY: Yes, Mr. Miller is making a 
point of it and you may make a point of it later. 
SITNESS: of course the method of 
issuing licenses in this provines, makes the question 

of handling all these importeations ane trucking operations 
and that, very difficult. In many provinces -=- 

Min. FRA' LEY: I am not in disagreement with 


VOU utewMi Lor, 20 ta 1. 


THe COURTS No and we want to hear Mr. Mill 
finish. 
WerNe Sos In mamy provinces today or 


at least some provinces they are restricting the licenses, 
that is the licenses to collect that tax; boiling it down 
to just a few, the shippers, the major companies; in 
other words the actual refinery that ships the goods, 


and the gasoline tax is collected when he ships those 
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goods, for the government, at that time, right there, 
instead of having it as you have it in Alberta. I 

Gan give you the number, I think it is very considerable, 
possibly 75 or 100 licenses, while in these other 
provinces there are only 6 or 7 and that not only cuts 
administration costs in connection with the collection 
of gasoline taxes but it also plugs up a lot of holes 
for leaks which might happen. 

MAJOR LIPSECT: Is the point you are making, 
Mr. Miller, and you want to find out from Mr. Appleton 
in the first place, that the farmer goes down and gets 
gasoline, presumebly for his own use and then resells 

it and secondly that in doing that uses a truck fur 
which he only has a farmer's license, uses that truck 
for the purpose of getting these products? 

As I said, Mr Commissioner, I understand from reports 

I have received that there were different forms of 
licenses and therefore if it is for farm purposes, if 
the license is issued for farm purposes and to be used 
only for farm purpose., my understanding is that that 
particular license cannot be used for regular trans- 
portation purposes. 

THE CHATRMAWN: Arid It “is “your iTntormation 
that it is in some instances so used? 

Yes, all of which eats away at the foundation and just 
makes it that much tougher for our agents and other 
people to do business. 

TH CHS TAMA: VAR eee age eid eae i think we will 
hear Mr. Appleton about the licenses, if you do not mind 


resting again, Mr. Miller. 
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HEVRY JOSEDH aPFLETON, having 


been recalled, examined by Mr. Fravley said: 


Mr. Appleton you, I do not want to press you any further 
than you vould like to go in dealing with this, because 
at the moment, if necessary, we can bring somebody else 
from Edmonton to explain it to the Commission, but sna far 
as you know, what is the situation with regard to the 
licenses, each f-raer first of all is required to take 
out a license for his truck? 

Vell, the farmers have a plate for which I think the 
highest price runs around 335.00 and the cost of the 
license for other trucks is sbout the same as it is 

to farmers, 

You say .35.00, what is the besis of the tax for the 
farmer's truck? 

“heel base. 

THE CHALRMA MN: Thetis true of aldicars, 
motor cars? 

YesSe 


It is just the same as our motor cars? 


The highest priced wheel base, I think, runs around 4455.00. 


MA JOR LIPSETT: Is this. for trucks? 

Yeso 

Distinct from motor cars? 

bistinct from motor cars. 

MR.) ERAS LEY 3 But on the same basis? 

On the samc basis. 

In the case of the farmer, if a farmer operates his farm 
truck he pays the same for his license as is comparable 


with what the eity man pays for his motor car? 
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Yese 
Just on the wheel base? 


Just on the wheel base, 


PP & Dp b&b 


Yes, if you are a farmer with a truck of 125 wheel base 
and I have a car of 125 wheel base, we both pay the same 
license fee? 

Bs) They are both based on the wheel basee 

Q wRe FRAWLEY: What is the next? 

A Commercial vehicles, the license on those is based the 
same but there is an extra fee called a freight fee", 
which they charge on them, which is handled by the 
Highway Traffic Board in Edmonton and this "freight fee" 
runs anywhere from 50.00 to $500.00. based on the weight 
which they carry. 

Q MR. HARVIE:;: Actually a different license 

than tho car? 

It is a different license entirely. 

MR. FRALEY: It 1s a different plato? 


It is a separate plate. 


SD > D5 & 


And it is issued by a different department under a different 

Statute? 

A Under a different setup. 

Q For the record it is called the P.S.V., Public Service 
Vehicle License? 

A Yese 

Q Now then, if @ farmer is using his truck as a public 

sexvyice vehicle then he goos to the Highway Traffic Board 

and buys another kind of license? 


ys) Yes. 
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q In addition to vhat he has paid to the Department of 
the Provineial Secretary as his wheel base license? 

A Yes. 

q And you say this P.S.V. license is graduated upon what? 

4 Upon the weight which they carry, the carrying eapacity 
of the trucke 

Q And might run anywhere from @ low -- 
OT ou, UU Uy tel) ooOtwU Us 

Q Now is that the only kind of license, just those two 
kinds of license? 

vi) Well, they have a license for the city just driving 
around the city and five miles outside it. 

Q Let us hear about that, you say there is a third kind 
of license for a truck which does not go out of the oity 


beyond five miles? 


4 Yes, and that is just a straight wheel base. 

Q That is a straight wheel base also? 

v2) YeSe 

Q Is there any designation for that? 

& Yes, they have ar'c™ron their plates. 

q Thaw is called ay "C"e license? 

£ YeSe 

& And what is the farmer's license called? 

b & "D" license. 

Q 4nd if he is a farmor using his truck simply to get 


himself and his zoods back and forth to town, then he 
only -has a "D" license? 

YO8~e 

And what is the "B" license? 


That is the commercial. 
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Q That is the commercial license? 
Yes. 
Q Well now just a minute, this is not the P.S.V.? 


‘A That is the P.S.V., . Pi 

Q Then there is the "B" License? 
Yes. 

Q The P.S.V-, and the PaS.V. plate is issued by the 
Highway Traffic Board? 

& The "B" license is issued by the rrovincial Secretary, 


Which controls -- 


Q To whom is the "B" license issued? 

A To the commercial users. 

Q To all commercial users? 

B Yese 

Q I thought you told us the man who didn't go outside of 
town except for five miles has the "C0" license? 

A The«"B" is just for the Province of Alberta and not fox 
the cities but the man with the "B" license can operate 
in the city subject to what restrictions the city puts 
on him. 

Q The man with the "B" license can operate all over the 
Provinee of Alberta? 

ys) Y68.o 

Q But the man with the "C" license is restricted to the city? 

S To the city and five miles beyond. 

Q fJnd the "OC" license is also a restricted license which is 


given to the farm truck to oprate only? 
The "CO" license, the "D" license you mean. 


The "D" license? 
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Yese 

Then superimposed upon any of those licenses, as I under- 
stand it, is the P.S.V. license? 

Yes, that is special for commercial work, 

Now then, getting down to the problem of Southorn 4lberta, 
a farmer living in the Varner district say, and running 
his truck back and forth to his trading town, would 
ordinarily have a "D" license? 

Yese 

and if he wanted to go down to one of the refineries in 
Northern Montana to get a load of gasoline for himself, 
what would he be permitted to do, insofar as any regulations 
of these trucks are concerned, would he be permitted to go 
down and pick up that stuff and come back to his own farm? 
On his own "Dp" license, 

Now that is clear? 

Yese 

Now if he is going down to pick np a load of gasoline and 
to sell it to somebody or to turn over to soie dealer, 
then I gather from you that he should not be permitted, he 
should not use his "D" license truck? 

That is right, he should not be permitted. 

He then should have, I want to get to it gradually, he 
should have superimposed on his "D" license, a PeSeVe 
License? 

Yeso 

Then the P.SeVe people would gauge the capacity of his 
truck and issue a license accordingly? 
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MR. FRALEY: I wonder if there is anything 


else, while we are trying to clear this question up? 


THE CHAIRMAN: Mr. Harvie may have some 
questions? 
Q MR. HSRVIE: Have you any idea, Mr. sppleton, 


as to what the extent of the misuse would be? 

4 That is hard to saye is soon as cases of that kind arise 
they are reported to the police and whatever action the 
police takes we are notified of it. There have been a 


number of prosecutions but how many I cGamnot say, not 


of fha nd. 
Q Is it an easy thing to check? 
3 It can be obtained from Edmonton. 


Q No, what I meant, is it cary for the police? 


No, it is very hard to check. 


Q So it might be guite extensive Without anyone knowing about 
it? 

b Oh, yes, quite sasye 45 8 (Matter “of fact, [ think it is 
myself. 


You think it is? 
Yos, IL think it ise 

Q MR. FRAWLEY: Phe ditricoulty as LT ses it, 
if the police were instructed to check up on this sort 
of thing and a man were coming in from Montana with a 


load of drums with a "C" license and he told the policeman -~ 


ve) Wot a "C" license, the "OC" license would not be allowed on 
that. 
Q 38 "D" license I meant? 


A "D" license. 


Q Then he would tell the policeman, I suppose, 100 time out of 
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100 that he was taking it to his farm? 


A Yes. 
Q und whether or not he was, that constitutes the violation? 
pa Yes. 

THE CHAIRMAN: Any questions, Mr, Nolan? 

Me. NOLAN: No 

THE CHA’ IRMAN: Bll right, Mr. Miller. 


ALFRED HERBERT MILLER, having 


been rccalled, examined by Mr. Harvie said: 


Q MR. HARVIE: Mr. Miller, you were asked 
some questions about importing gasoline refined from 
Turner Valley crude into the Eastern Manitoba market? 
ve Yess 
ew I believe you have some further statement to make with 
respect to that? 
B The matter we were discussing before lunch, I checked that 
with our refineries at noon and I find the position was 
this, for 1958 we were short 120,000 barrels of refined 
products in ‘jestern Canada; at that time so far as 
Calgary is concerned or Alberta is concerned the Imperial 
Oil was processing for us, they advised us they could 
not supply the additional requirements, that meant that for 
the three months we reopened our Coutts refinery at 

some additional cost and in addition we reopened the Bell 
refinery at Calgary for abowt three months; that was 

to enable us to supply the requirements in Alberta 


permitting us to back up our supplies out of Mooss Jaw 
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into Manitoba and we supplied Manitoba down as far as 
“innipeg with a considerable product at that time; 
this spring, due to the fact that our transportation 
is a summer transportation to our terminals at Fort 
William and being short we made further shipments from 
our Moose Jaw refinery down to Manitoba but within the 
boundary of the city of Winnipeg. I now learn that 
we are back to the economic line as Mr. ‘ioolley, our 
witness, expressed on Exhibit “165" before this 
Commission. In other words, it is a matter of, as I 
said this morning, of taking care of various contingenctios 
as they arise, even sometimes, even although it is 
uneconomical, we have to do what we do not want to de. 

Q MR. HARVIE: So as a matter of fact, the 
economic line still exists as shown on Exhibit "165"? 

A Quite right. 

Q and any variation of these shipments was just to meot 
a local situation? 

A Yes. 
THE CHAIRMS N: Would you mind refreshing our 


memories as to where that is shown on Hxhibit "165"? 


MR. HSRVIS: Yes, it is this blue line. 
THE CHAIRMAN: Running through where? 
MR. HARVIE: Oh, about at Portage la Prairie 


and you Will remember there was this area that the Illinois 


situation affected. 


( at this stage the hearing was adjourned to be resumed 


at 10.30 a. Ms July 6th, 1939 ) 
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July 6th, 1939 et AR UO eh eh on! 
MR. MACLEOD: My Lord and Mr. Vommissioner, 


may I make a statement before you begin the evidence. [I 
was unable to be here yesterday end I notice that 
Page 10,709 of the evidence, during the evidence of 
Mr. Appiston -- 
THE CHAIRMAN: what page? 
MR. MACLEOD: Page 10,709 during the receptior 
of the svidence of Mr. Appleton my learned friend, the 
Commission Gounsel, undertook to give some evidence of 
his own, which I think is quite objectionable. At the 
bottom of that page in a discussion in connection with 
dumping duties Mr. Frawley said this: 
"T think the Alberta Petroleum Association has done 
"Something of thet kind’ 
that is on the question of the enforcement of the dumping 
duty. 
Tand they have made representations. I do not 
"know what the major oil companies have done about 
"that , that are selling gasoline in this Province, 
Neng the biggest violator of the anti-dumping laws, 
"if there is a violation, is the Texas Company." 
And nothing further was said in that connection, nw 
qualification of any kind and later on at Page 10,710 
Mr. Frawley seems to follow it up rather indefinitely, 
follow up the same line where he says, 
"Po see there is no violation of the anti-dumping 
"Clauses. The Texas Company ars bringing in 
"thousands of gallons every day." 
That is more or less indefinite but the statement on the 


preceding page is a definite statement that if there is 
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any violation of the anti-dumping or the dumping clauses 

of the tariff, that the Texas Company is the chief 

offender, the biggest buyer. Now I presume Your Lordship 

has before you what the dumping duty is but may I read a 

reference from Heaton's Handbook under "dumping duty"; 
"On imported articles of a class or kind made or 
"produced in Canada, whether otherwise dutiable 
"or not, of which (a) the export or actual selling 
"price to an importer in Ganada is less than (b) the 
"fair market value when sold fur home consumption 
"in the usual and ordinary course in the country 
"whence exported, or than such fair market value, 
"or value for duty as may have been determined or 
" fixed under the Customs Act, a dumping or sje cial 
"duty shall be levied in addition to the duties 
"otherwise established, equal to the difference 
"between (a) and (b) and such special or dumping 
"duty shall be paid, although it is not otherwise 
“dutiable.” 

Now, what I would point out -- 

THE CHA TERMAN: What text-book is that, I 

am not familiar with it? 

MR. MACLEOD: It is Heaton's Handbook, 1939, 


it is just a resume. 


THE CHAIRMAN: And the page in the Handbook is? 
MR. MACLEOD: Page 564. 
THi CHALRMAN: And the section of the Act 


referred to? 
MR. MAGLHOD: It does not refer to the 


section. My Lord, hut what I want to point out, My Lord, 
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is this, my client's witnesses have given very elaborate 
evidence that there has been a duty placed on the products 
which they import, by the Customs officials under this 
Second alternative (b) which does not exceed, which is 
the price they pay and therefore, they are not liable to 
dumping duties and it is quite erroneous on the evidence 
as it now stands, - whatever evidence my learned friend 
may put in to rebutt that, - it is quite erroneous to say 
that they are violators of the dumping laws. 
MR. SRAWLEY: Well, Mr. Gommissioner, L 
certainly want to withdraw any false statement I made 
with regard to the Texas Company but I cannot, in reading 
all the evidence yesterday, or if one were present at 
the discussion when Mr. Appleton was on the stand. one 
eould not conclude that I had found the Texas Company 
in my own mind even, guilty of any violation of this 
Dominion Statute because not only did I make the statement 
of which my friend complains at Page 10,709: 
"T think the Alberta Petroleum jssociation has 
"done something of that kind and they have made 
"representations. I do not knov' what the major 
"oil companies have done about that, thet are 
"Selling gasoline in this Province, and the 
"biggest violator of the enti-dumping laws, if 
"there is qa violation, is the Texas Company." 
But then Mr. Commissioner Lipsett himself said, 
"Hhat may not be the case. They may be taking 
"it in at the full price.", and then I answered, 
"They are certainly selling it at the full price 
"and I cannot get thet out of my head, that is 


"important." 
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4nd I think at some other time I elaborated upon that, 
simply indicating that the Texas Company, even if they 
were bringing in cheap gasoline into this Province were, 
as I think somebody has called it, a legitimate compet- 
itor of the other major companies because they were 
Maintaining the other major companies’ tamk wagon prices 
but I said, and this is what I want to call to the 
Commission's attention, at Pege 10,711, speaking about 
this particular matter; 
"It is in’a very bad state of misinformation at 
"the moment, as far as this Commission is 
"concerned. It has to be straightened out. I 
"thought I would be making some progress by 
“asking the Customs brokers." 
And at Fage 10.712 I said, 
"IT am not taking any position about it. It has 
"to be explored. Et is in a very bad state at 
"the moment as far as being clear to the 
"Commission." 
And then I said at Pegs, which seems to settle it, 
that the Texas Company. yes. at Page 10,710 I made 
reference to endeavoring to have made available to me 
through Messrs. Allan & Johnston, the Texas Company‘s 
brokers, I said: 
"They should have some knowledge about that. 
"It is the crux of it. The Dominion Government's 
WjoOb, 1s\to) see) there’ is. no) anti-dumping: --—! 
And then the Chairman sai?: 


"Po see there is no dumping." 
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And then I continued: 
"To see there is no violation of the anti-dumping 
"clauses. The Texas Company are bringing in 
"thousands of gallons every day. Now, it is not 
"io. be Suppose dia=--)" 
and what I wes talking about there, that the Texas 
Company would be violating this Dominion Statute under 
the very eyes of the Customs people vhen they were 
bringing in thousands of gallons every day. This 
Should disabuse my friend‘s mind of any feeling on 
my part that I was accusing this company of any dumping 
violation. I said it should be explored and I will do 
everything I can to bring the Dominion officials here, 
or Customs Brokers and also Mr. Appleton, bring him back 
if necessary, to inform the Commission fully about thas 
anti-dumping of which I say there is a particularly con- 
fused state of affairs now in the evidence. 
MR. MASCLEHOD: Mr. Frawley does not say 
what is not to be supposed, he stops there but he does 
make the positive statmen.; before that we are the chief 
violators. 
MR. FRA LEY: You will remember, Mr. Chairman, 
I said it would be passing strenge if that much gasoline 
could come in, - I cannot find it at the moment but I 
think you will find it, and that you answered me in the 
same expression rather to the contrary of my view. 
However, I simply call that to your attention that I 
said yesterday that it would be a st»ange thing if anybody 
as big as the Texas Company was openly violating these 
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THE CHAIRMAN: I think you can take it 
quite for granted, Mr. Macleod, that this Commission 
does not accept those statements of any Vounsel as 
evidence. As to what is the proper interpretation 
of the evidence, it seems to me, that we need not 
take time to enter upon that because Mr. Fravley has 
made it clear that he has no desire to charge your 
principals with being “nilty of a breach of the anti- 
dumping laws and certainly not until such time es the 
matter hes been fully explored, with which you will 
of Course, be quite content, believing as you do that 
no such state of affairs exists but I just want to Say, 
apropos of that, that we have had some discussion, && 
you know, as to how far disclosure will be made by 
your principals as to what is going on on the other 
side of the Line in connection vith the refinery and 
the intervening Company. the Delaware Company; and it 
may not be amiss to say, it just strikes me that the 
discussion this morning lends force to what we have 
said, that it is ai] important that there be full end 
complete disclosure, and I hope, as I have already 
intimated to Gounsel, that in some wey that will be 
brought about and then questions cannot erise. The 
facts are known, and I am sure Mr. Frawley would be 
the last to make charges that he was not prepared to 
substantiate and we are willing to accept his word, 
and we hope you are, that whatever interpretation may 
be put upon what he said, that it was not his true 
intention to in any way vilify your company, your 
principals. “hat progress is being made with respect 


to the matter vf disclosure by the Texes Company’s 
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costs and the like? Are Counsel prepared to speak 
now or is it still a matter of discussion between 
Counsel. 

MRe FRALEY: Yes, as a matter of fact 
it would net be very opportune to make any statement 
about it now. I have been dealing with Mr. Nolan 

and Mr. Harvie and the last word has not been received 
from them nor from Mr. Macleod's client but I expect 
vVithin a very short time, and I nope before Dr. Frey 
has to go back to “.ashington, to know just where we 
stand. 

THE CHATRMAN: well, I need only say, it 
seems to us important and I hope 811 Counsel will bear 
it in mind, to have the complete picture and it seems 
to me too bad if we are not to have it because of 
difficultios arising over the existence of the internat- 
ional line, a difficulty which could not arise with 
respect to all the other major oil companies in Canada 
and I hope some way will be, that in some fashion, 
Counsel Gan surmount that difficulty so that we, as a 
Commission, and these experts who are independent 
advisers of the Commission may have access to the 
complete picture. All right, Mr. Frawley; 

MR. FRALEY: Thank You. I have askea 
the British American Oil Company to be good enough to 
allow me to interrupt their presentation, so that the 
Commission might have a statement from Dr. Frey on ths 
cyst of production of crude ofl and Dr. Frey is now te 
make that statement. Dr. Frey- 


THE CHA LRMAN: Mre Frawley, have you taken 
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occasion to notify the officials of the Producer's 
Association? 

MR. FRALEY: Yeso 

THE CHAIRMAN: That Dr. Frey is speaking 
this morning? 

MR. FRA'LEY: Yes, I did, Mr. Chairman, 

I communicated with Mr. kolb and asked him to communicate 
with some of his members and I saw lr. Plotkins on the 
street and he was good enough to say, not only that he 
would be here himself but that he would notify a group 

of people to come and I see some of the producers here 
this morning. Mr. Plotkins tells me that the people 

he tried to get were not in towne. I do not know 
whether Mr. Kolb is hers or not, yes, Mr. Kolb is here. 
THE CHAIRMAN: It seems to me that this 
subject is one which should be of great interest to the 
producers and I em anxious that they should hear Dr. Frey 
so that if they, the producers, who are mostly concerned 
with the cost of production have anything to put before 
us they may have full opportunity of doing so. We feel 
we have had too meagre evidence as yet which will assist 
us in expressing a considered opinion upon even the 
average cost of production. 

MRo FRA'LEY: Yes, Mr. Chairman. ‘ell, I 
agree with what you, Mr. Chairman, have just said, that 
it is important to the producers and I think that those 
who are not here are not here because they cénnot be but 
it will be at least available to them, the transcript. 


THE CHAIRMAN: Yeso 
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DOCTOR JCHN W- FREY, having 
been first duly sworn, examined by Mrs Frawley, said: 
Dr. Frey, you Live where? 
Washington, Ds OG. 
And what is your business. what is your occupation perhaps 
I might say? 
I am Associate Director of the Petroleum Conservation 
Division, office of the Secretary of the Interior. 


In the United States Governzent? 


Yeso 
THE CHAIRMAN: Associate Director? 
MR. FRAWLEY: Associate Director of the -- 


Petroleum Conservation Division. office of the Secretary 
of the Interior. Of course that is in the Department 

of the Interior. 

And before giving your evidence. Dr. Frey, I would Like 
you to put on the record your qualifications. academic. - 
and otherwise? 

I suppose it is difficult to go back to antecedent days 

of the university in the matter of educ<*/.on, so I will 
start there. I entered the University of Chicago in 
1909 and at the end of my freshman year dropped out of 

the university and went into gensral morchandising, at 
which I was engaged for six years: I went back to the 
university, took another year and a fraction and then 
entered the army for a yeaz. I went back to the university 
a third time and in 1919 took the degree of Bachelor of 
Science in geology and geography; following that I taught 
a year in High School; was then invited to become a 


member of the faculty cf the University of wisconsin; in 


sen Pen ¢ fe pee CEN Se eee > : 
i > ot Cp cece ; _¥ ian _s 7 RY : 
eis on on : red Nawe .«f 2 Ws cle te 7 7) ae? 
Laden ee Gee } al ete a 


ye hee 


4 
ba re 


av eat 


[ t 
i 
; 
i ‘ 
; 
2 Cd 
t . aa 
‘ 
A . 
7 Feet qe ui Dy j 
Beatie tr 
1 
a» fe 
m g SS | VY". OGa4 
es ad a = ’ 
4° Bi 
n ~ 
os al ws 
' 
I 
i 
ew 
i 


a tees of Ot Ts A: CEE TOO | OT NS, Lid sat 


© 


th 
ay) 


Cel Hat «ft ete sl Atl Ose eee ae yoo’: toot | : ef 


SETA Bie 


Disa) tie!) mae ur a 


1922 and 1923 I was a student at the London School 

of Economics in London, swngland; in 1946 I received 
the degroe of Bachelor of Philosophy in geography, 
economics and world politics; tn 1925-26 I was 
secretary of a Round Table at the Institut’e of 
Politics, Williamstown, Massachusetts, on minerals 

in their political and economic world relation; in 
1928 the Department of Commerce. United States Depart- 
ment of Gommerce, asked me to become Chief of the 
Petroleum section of ths Burea of Foreign and Domestic 
Commerce, so I dropped out of the university at that 
time end for the next five years occupied that position; 
with the coming of the Code, an incident of the N.I-.RA-, 
National Industrial Recovery Act, I became the adviser 
on marketing and then when the Code came into existence, 
the Secretary of the Interior, who became the adminis-— 
trator of the Code, asked me to become a member of the 
Petroleum Administretive Board in charge of marketing. 

I occupied that position until the close of the vode 
period when the organization with which I am now 
assuCiated came into being end I was made associate 


Director, a position which I now occupy- 
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When did you undertake to act as a consultant to me in 
the work of this Commission, Dr. Frey? 

The Department of Interior agreed with our Department of 
State that I could undertake this responsibility with you 
on the 24th of---- 

May? 

May I think it was. 

Yes. Prior to the 24th of May negotiations were pending 
between the two Governments with respect to your availability? 
Yes. The request came to the Department of Interior from 
the Department of State, es a result of a request of the 
Canedian legation in consequence of a request from the 
Canadian Government. 

eS; (4nd.-in the result you were granted a furlough from your 
own department? 

Yes. It, was necessary that I take a furlough because I 
could not be employed by two Governments at the same time. 
And you are now mot under salary from the United States 
Government? 

Thetis eorrect. Liwill not be under galery until exes 
Monday . 

Until next Monday. And during the time which you lkve 
been out of salary from the United Stéetes Government, 
thavsalary hes peen paid by the Alberta Covernment? 

Les sfOLT. 

And so as to be very clear about it, just that salary plus 
two or three dollars more to make round figures out of it? 
Lnat eis. rbeh ts 

And a subsistence allowance per diem? 


Thet is correct. 
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My. Nolan makes a good Suggestion. «us associate director 

of the Petroleum Jonservation Division, what are your duties, 
Dr. Frey? 

The Petroleum Conservation Division is the administrative 
office created by an executive order, that is an order of 
theghresident, at the request of the Secretary of fukerior, 
to assist the Secretary of the Interior in the enforcement 

of the so-called Connelly Law, sometimes referred to as the 
"hot Oil law", a law which prohibits the transportation in 
interstate Commerce of oil that has been produced or the 
products of which, in violation of State law. in addition 

to thet duty we are the economic advisors of the Secretary 

of the Interior on petroleum matters and we are also co- 
ordinators of the various activities of the Department of 
thevInterior as they affect cil. ‘We have three agencies 
aside from ours that have problems in’oil: The United States 
Geological Survey, especially through its Conservation Branch, 
which is the regulator of production on Federal land; 

the Indian office, which takes care of the welfare of, . the 
Indians' rights as they may be affected by 01135 and the 
United States Bureau of Mines, which is a fact-finding 

agency in both economic and technical matters. We assist 
Rie secretary in co-ordinating the activities of those 
agsencies. 

Now, then, Dr. Frey, you have been requested by me----by the 
way, let me introduce that by steting to you that the 
Commission under which these Commissioners here are function- 
ing declares to be a matter of public concern and a subject 
of inquiry here among other things the production, Tenining, 


transportation and marketing of petroleum and ye troleum 
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products in the Province of Alberta, and the cae and prices 
thereof, and the programme of inquiry which has been made 
from the Commission sets down as one of the subjects of 
inquiry the cost of production. Determination of the cost 
and to that end inquiry into the factors which are now and /or 
which ought to be taken into account in determining cost. 
That is all as distinguished from field price. You have at 
my request prepared a statement to be submitted to the 
Commission dealing with the question of cost of production, 


both general and in Turner Valley? 


4nd that statement has been committed to writing? 


Xe6Se.Gir « 


THE CHAIRMAN: The cost of production of crude 
Crises 
UR. FRAWLEY: The cost of production of erude oil. 


PRS tah Saso “visei t.not? 

Yes, Sir. The problems involved in the determination of the 
cost of production of crude oil. 

I would suggest that the memorandum be marked as an Exhibit 
and that it will be availuble to the Commission. 


(DR. FREY'S MEMORANDUM IS NOT 
MaRKED EXHIBIT "457", ) 


Very well, Dr. Frey, would you make your statement? 

Your Lordship, I would like to state th. t I have not had an 
Opportunity of re-reading this after it was written and 
there may be minor errors that will heve to be corrected ag 
I go along. 

THE CHAIRMAN: Yes. 

As to the manner in which you question me on Lb, cb shad 


leave that entirely to you, because it won't bother me if 
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Dr. dt Wi Frey; i Aneel 
you stop me anywhere. On the other hand, it is entirely 
possible that some of the questions that you may ask are 
dealt with later. So I just want to make it elear I won't 
be bothered by breaking the continuity. 
Unless there is some very good reason for stopping you we 
will hear it all first and question you afterwards. 
Thank you. 
In the history of economic theories it is doubtful 
whethen any subjects have received more attention than value 
and price and numerous economists have at one time or another 
advanced the idea of the cost theory of price. S0 common 
is the association of the fair price being determined by 
gost that in common parlance it is often assumed that price 
must be a result of cost in spite of the fact that almost 
every industry has had some experience in operating at a 
loss. In appearing before this Commission it is my object 
to point out that even were it possible to determine the 
cost of producing crude petroleum, and that could be done if 

one were willing to accept enough arbitrary allocations of 
various items, nevertheless /the field price of petroleum 

and the cost arrived at do not necessarily have any correlatiou 
at any given moment/and furthermore it may be questioned 

even in the long run that the amount of money received for 

the production in an oil fiel@ equals the expenditure in 

that field. 

A study of oil fields reveals that there have been 
many that have not payed out and that thousands of dry holes 
have been drilled by persons who have not been in a position 
to influence prices by development costs--in other words, 


drilling dry holes, not uncommon in wild catting, has 


aed 


i 
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dissipated the funds and bankrupt the company, which of 
sourse ‘means all development cost and no produe tion agains t 
which to charge it. The extent to which unproductive 
development costs are a factor in oil field development is 
indicated in the United States Bureau of Mines Minerals 
Yearbook, 1937, page 1000, under the heading (oil) wells, 
I quote: 

"Of continued interest was the decrease in 

the ratio of failures. Although the number 

of dry holes increased from 4,911 in 1934 

tOmore lo it b9S6, the percentage of total 

completion declined from 23 percent in 1935 

to 21 percent in 1936. ‘The ratio was the 

lowest in 20 years." 

Although thousands of dry holes are drilled that 
cannot be charged against the cost of oroducing crude oil 
it does not follow that there is no relationship between 
the price of crude oil] -and the drilling of dry holes because 
discovery is the result not only of the degree of activity 
im drilling but also the quality of technology back of the 
effort. These factors are variable and seem to be 
influenced by the price of petroleun. fo be specific, if 
the price of crude oil advances materially the chances of 
a higher reward--that is price--tends not only to stimulate 
drilling but alg@ to the taking of greater risks. 

If the intensity of the search for oil and the 
quantitative result were closely geared there would be no 
question about future reserves, for were such correlation a 
fact, price stimulation would produce the required effort 


and result, but unfortunately oil fields are hidden, elusive 
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Dr. J. W. Frey. 
and to personify, quite individualistic in physical 
eharacteristics. 

The fact that the development of each oil field 
is a problem, that is to say, the ohysical conditions of each 
Oil field must be given consideration ag a producing unit, 
makes it difficult to generalize concerning the cost of 
production even in such an ordinary consideration as out of 
pocket costs for these costs must change during the life of 
the field and are commonly progressively upward as higher 
percentages of the reserve are produced. 

However before I go into the problem of the 
variables in making cost of production studies /1 want to 
add another observation concerning discovery as related 
to price, namely, that while there is at any moment little 
or no relationship between the costs involved in producing 
and the field price, that in the long run the cost of 
replacing the produced oil by new discoveries should have 
& Strong effect upon the price of crude oil. ft have used 
the words "should have” advyisedly, because there is no 
present assurance - and I might add, no indication - that 
they will. 

a propose to state a conelusion and then te 
follow it with a discussion thut will indicate how I have 
come to this conclusion. In 1945 the Petroleum Administrative 
Board of the United States Department of the princtcnad Mey ake © id 
which I was a member, published a revort on the cost of 
producing crude petroleum. 

MR. FRAWZOEY: May LT interrupt you Ghene., Dr. Frey. 
Is this the report? 


SA PON at 


on Be ee 
he 


eich aie : 


5 Fe Me ol 


r we Lt 


sutton ERE 


“Fis 


trays “dont tise 0 


eee “wy on go i a 


ne 


a 
Fay 

} j 
. 


i J WN aer 
erm! eit dus? is Aa . 


a 
EEE pele 


> 2D bb oO 


Dr. J. W. Frey. =10,7bee 


L would like to file that. 


(REPORT IN QUESTION IS NOW 
MaRKED EXHIBIT "458",) 


MR. FRA‘VUBY: The witness is producing a 
publication of the United States Department of the Interior. 
It is a publication of the United States Government Printings 
Office, Yashington, 1936. It is entitled "United States 
Department of the Interior, Harold L. Ickes, Secretary. 
Report on the Cost of "roducing Crude Petroleum. 

Information with Rreference to the approximate average Cost 
of Crude Petroleum at ‘ells and Estimated Recoverable 
Reserves in the United States," and on the fly-leaf: 
"United States Department of the interior, Harold L. Ickes, 
Secretary. Petroleum administrative Board." 

You spoke of the Petroleum Conservation Division? 

Pen « Sirs 

Did one body sueceed the other? 

Not entirely. The Petroleum administrative Board was Lerger 
than indicated, that is, was larger Originally than indicated 
on the fly-leaf, but as the problem after the extinction of 
the code by the Supreme Court action made it necessary to 
afford only a small number to complete its TeDoOris, | une 
Board was somewhat reduced. That is, all of those people 
even mentioned here were not taken over by the agency with 
which I am now associated. 

You were a member of the fetroleum administrative Board, 
which made this report? 

Be) as Leki 

And you are now a member, as you have told us, Of the 
Petroleum Conservation Division? 


MOSyy OL s 


peut: 10. sate ond 


»rse abteing ear 


; Bn 


At it ‘ena9 


oat Be eorseesh a 


So ok wot 
op eh ee 


© F- £ & 


oO Ff D & 


-10,753- 
Dr. J. «. Frey. ee 


ae 
; 


and lr. Holland and Mr. Swanson, who were also with you 
members of the Petroleum administrative Board are now members 
of the *etroleum Conservation Division? 

Yes,” Olr: 

In fact, the Petroleum Conservation Division is composed of 
Mr. Holland, yourself and Mr. Swanson? 

Yeau oir’. 

R. COMMISSIONER LIPSETT: I see, Dr. rev, on pege Sor 

your report, that your Department sent outa form of 
questionnaire? 

Yes. 

To all producers? 

Yes, Sir. The questionnaire is described---- 

On page 3 I think? 

You will find form of cost questionnaire used on page 

3 and 4, the scope of the investigation and the area covered 
on page 5, and a classification of the schedules tabulated 
there, and on 6 the cost by areas and then various other 
discussions from there on »vack. I shall list some of these 
statements from this publicetion withous flving credit to the 
publication and I feel that that is not unethical in view of 
the fact that I was responsible in part for the contribution. 
I cite the language without credit to myself in some instance>. 
“ould a questionnaire on somewhat similar Lines, Maho vow 
think, be of eny assistance to us, if it was sent out to the 
producers in this Province? 

Pao HOG uhiInk 2h would. 

THE CHaTRMaN: I sup»ose you discuss on that? 

i discuss ‘on that, yes, Sir. 
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I stated at the beginning of that paragraph I wag voing to 


state a conclusion, that since, the fact that I was associated 


with that report, which is the one which you have just 
received, might lead one to believe that I would recommend 
to you similar procedure to that which we used. However, 
instead of recommending such action to you I recommen the 
Opposite, namely, that vou do not attempt to use the 
methods employed in making the report used by the Fetroleum 
administrative Bosrd. It is my judgment that the method 
employed by the Petroleum Administrative Board is of no 
great value in determining the reasonableness at any given 
moment of individual field prices of petroleum in the 
United States although the composite result is strongly 
Suggestive of the prices necessary to produce various 
percentages of the reserves and valuable as an index of 
Operating costs. 

1 think it might be as well to add at this point 
whut Mr. Frawley has already read to you, namely, the 
information with reference to the anproximate average gost 
of crude petroleum at wells,because I want to keep that 
approximate idea to the forefront all the way through, 

It is my opinion that with as little history and 
as few wells as exist in the Turner Valley oil field that 
a cost of production study would be too inaccurate to be 
of any real value to anyone excent for historical purpoges 
or as the basis for future comparisons of changes in 
operating costs. 

I shall first discuss how the report of the cost 
of crude oil happened to be made. Under the National 


Industry Resovery »ct, approved in June, 1933, and 
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terminated by the often joked about chicken case as a result 
of a decision of the United States Supreme Court in May, 
1935, the oil industry had a code of fair competition in 
which @ minimum price schedule on petroleum products could 
have been a»yproved pending the determination of the cost 

of crude petroleum and its products. 

I think I had better interject that the Code of 
Fair Competition came into existence in August, 1933, and, 
of course, was abandoned immediately after the Supreme Court 
decision, May 27th, 1935. 

Although certain elements in the industry strongly 
urged price fixing for more than a year, nevertheless, no 
prices were fixed. However, in order to be prepared fer any 
eventualities the administrator of the code, the Secretary 
of the Interior, ordered a study to be made of the cost of 


producing crude oil. 


The first limitation placed on the study was that no 


producer with less than five thousand burrels of production 
a year east of the Mississippi River and in the States of 
Montana, Wyoming and Colorado, or less then 10,000 anywhere 
ejse in the country should be required to Supply cost 
Schedules. This was, of course, arbitrary but not 
unreasonable as there were certain compensating factors. 

#S a Similar study had been made by the United 
St.tes Federal Tariff Commission for the years Vat to 18390 
it was decided to follow the pattern used by that agency in 
order to secure comparable results--so many of the inherent 
arbitrary methods used by the Board were the consequence of 


consistency. 
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The sample was very large 
and the report for the 1931-83 period covers the op- 
erations of 1,156 producers or 044 million barrels in 
19¢1, that would be 75.78 of total United States prod- 
uction, 785 million barrels in 1932, or 76.16% of the 
total; and 056 million barrels in 1955 or 72.16% of the 
total. This large sample with its diversity in size. age 
of fields; depths, production methods, company policies 
as well as statistical imperfections and arbitrary allo- 
cations of costs does much to average out results and 
fake then plausible. In this connection it should also 
be noted that over half of the wells in the United States 
were covered in the 1961-5 period or about 1lvo,0U00 for 
each year. ‘his fact also helps out in making averages 
mean something. 

right here I should like 
to digress to point out that an average is a statistical 
fact which carries with it no implication of the range, 
80 if one states that the average cost is 85 cents per 
barrel there remains the question of how many producers 
are above and how aany wells are below, that is: and if 
One says that a reasonable field price shoulé be deter- 
mined by the cost of the production then as a autter of 
logic one faces the question why select average rather 
than the high or the low? Obviously the difference in 
costs is related to potential profits. 

Putting this in the language 
of the oil men every driller hopes to be more successful 
than his competitor in striking the lowest cost producer in 


the field. He is looking for the best possible deal on a 
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lease, for the lowest sut of pocket drilling costs, for 
the wiost oil per acre and the smallest out of pocket 
operating costs so that whatever the price of oil he will 
be in the more strategic position. 

Now to g0 on with the re- 
port. <As the ownership of the oil produced may be 
divided between those who assume no risks and incur no 
expenses in development and production and those who as- 
sumé the risks and expenses several approaches are pos- 
Sible to the allocation of expense to procguction. Gen- 
erally the profit to the non-risk taker is in the form of 
a royalty which is ordinarily a fraction of about 1/8 
throughout the life of the field although additional roy- 
alties overriding the lease sosietimes exceed 50 percent 
of the production, but overriding royalties ordinarily 
decrease with natural decline in production. ‘The Board 
found that one method was to base the calculation on the 
quantity which the company received, that is the net pro- 
duction after royalty deductions; the other nethod was to 
base the calculation on the gross quantity produced and 
to the expenses incurred by the producing company and as 
an item of cost the value of that proportion of the prod= 
uction which is given as royalty. There is something to 
be said for and against each method but since the second 
involved the question of price to set up the values, 
after all when you are trying to arrive at a value ené you 
use a price to determine the value. you are in a kind of 
circular reasoning but we were not quite so much concerned 
about the logical economics there as we were about the dif- 
ficulty of making an allocation. so that the second method 


was abandoned arbitrarily in favor of the simpler method of 
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charging costs only against company owned productions 
in spite of the fact that royalty oil amounted to more 
than 80 million barrels per year, 1961-38 period, and 
Zam talking about retail companies, valued at from 
¢OO to g82 aillion a year. 

In any oil field there are 
many factors that have a bearing upon production costs. 
The ultinate yield from an individuel well or lease mat~ 
erially affects any cost comparison and tiany estimates 
of ultimate vield that have been carefully calculated have 
proved inaccurate. In certain instances experience in the 
handling of a field has revealed the early siistakes in op- 
erating methoas and has changed concepts concerning un- 
derground conditions. there oil is produced from sand the 
early calculation concerning porosity and perniability are 
generally more dependable than those mude in limestone 
fields, of course, bearing in wind that there are great 
differences in limestone and each new horizon :iay or aay 
not have reference features with older fields of the sane 
general type on which there is a good historical record. 
It cannot be over-eriphasized that production methods ere 
highly significant in ultimate recovery. ior example, the 
ast Texas oil field ciscovered late in 1960 was not 
brought under production control until 1954 by which time 
the outline of the field, the thickness of sand, the por- 
osity, the permeability, the adisplacenent by water drive, 
the ratio of gas to oil and the effect of gas release upon 
viscosity were just about as well known then as they are 
today, but under uncontrolled production up to late 1954 


the ultimate yield was calculated at about 2 billion bar- 
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rels; today under controlled production, the ultinate 
yield is generally calculated at about 4 billion bar- 
rels. 

As the isportant problen 
in currently amortizine the cost of a oroperty is the 
estimated quantity it will produce, or the useful life of 
the equipment as tieasured by the estimated number of pro- 
duction years, it naturally follows that the cost per bar- 
rel is affected by any revision of these yield estinetes. 
because of many kinds of changes it often happens that 
Gosts fluctuate widely fron time to time- Besides there 
is alsost always considerable difference as between wells 
and leases aes to the degree in which the investment has 
been anortized. It is consequently important in any cost 
of production study to have a large sauple and a long 
period in order to compensate for the variables, otherwise 
&@ reasonable average will not be obtained. 

I heave been told that the 
record of this inquiry contains many conflicting opinions 
concerning the reserve of Turner Yalley and of the ul- 
tinate recovery, furthermore thet in tie estimates made ex- 
perts have allowed considerable latitude for error in their 
individual opinions, differences that would amount to £0 
percent of the ultinate recovery. una that the difference 
between the high and low estimates is in the neighborhood 
of ~0U0 percent. sow regardless of how close any of the 
experts aay be to the correct figure. which only history 
will prove, it is perfectly clear that all cannot be cor- 
rect. Ii this one factor on the calculations of the ul- 


timate recovery were not sufficient to throw doubt on any 
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method of determining depletion and depreciation rates 
there still remains the problem of what con@itions nust 
be raced in the event the field goes from flow to purip 
production. In other words, it is not clear at the mo- 
dent how much of an investment in pumping equipment will 
be required when the field ceases to flow, neither is it 
Clear what the secondary method of recovery should be, 
nor whether it will justify the costs. hile I have no 
direct information on the subject, as I am not an en- 
gineer, I understand that there is no concensus on the 
beat engineering practice in the matter of returning gas 
to the structure. 

In the calculations of the 
Petroleum Administrative Board report where company est- 
imates on reserves were not acceptable or adjustable or 
where the information was not obtainable an arbitrary 
substitution on depletion, and of course that also applies 
to depreciation, was siade, although the vates are not the 
same and I will stick to depletion, 5 percent for the 
operators wast of the ..ississippi iiver and 10 percent 
for all others. I would not recommend this cethod to 
you because it izust be self~evident that such a tiethod 
could be justified only as a statistical expedient. 

I have already touched on 
the subject of unproductive expenses and their relation 
to cost, especially of the pioneering driller who incurs 
loss of tie and money seeking oil unsuccessfully on 
which no accounting can be siudee In addition to that 
there is the proble. of the cost of holding leases which 
although not applicable to current production is neverthe~ 


less an item of cost because incurred necessarily as a 
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Bafeguerd for the future. I do not know the anawer as to 
how much land a company should hold under lease but I do 
subnit that the reasonableness of holding leases or of 
abandoning them without production is a subject that can- 
not be avoided in the consideration of costs in company 
Operations where small production has to absorb each cost. 

In the production of crude 
petroleum expenses chargeable to the current period fall 
within two broad classifications -- those which though 
changing in nature and total from year to year, are costs 
of actual recovery, and those of a more indefinite nature, 
which apply to the entire production irrespestive of the 
period in which the oil is produced. The allocation of 
expenses of the more indefinite nature are for the most 
part merely estimates. They are at best only calculations 
of what someone thinks should be applied from time to 
time -~- that is during current periods -- toward amort- 
izing the cost of the property and develonnent. Of course 
the quantity produced in any period is a ratio to the ul- 
timate recovery and it hardly need be pointed out that 
this is not necessarily a flat or even a straight line 
curve. 

The costs of the more in-« 
definite nature are those related to the capital per- 
manently invested and chargeable in part to current periods 
and may be classified as depletion, depreciation and in- 
tangible development cost. To distinguish between these 
Gharges; depletion is that part of the cost of equipment 
which deteriorates during current periods, there is a mis- 
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Re FRAWLEY: would you like me to get 
your original notes? 

i woula take it out of here, it is largely a definition. 
Here are your original notes? 

I have condensed the definition which we have used and 
I will use my own now. Depletion is that part of the 
cost of a lease conusicered. in connection with that 


Ooperation----= 


THE CHALIG.AN: You are making a change, are 
you? 

Yes. 

iuite FRAWLLY: On the bottom of page 9, ir. 
Chairnan? 


Dealing with the word "depletion". Depletion is that part 
of the cost of a lease considered in connection with 
that proportion of the estiuated recoverable reserve which 
Gomes into possession of the company, of course I have not 
said operating company, but that is what I mean and I will 
have to go on and correct a couple of wore lines. De- 
pletion is that part of the cost of equipment which deter-= 
iorates during current periods, and then I think I am back 
into the statement. 
THE CHALWMAN: That part of the cost? 
Is that part of the cost of equipment which deteriorates 
Guring current periods. Amortization, and I think we are 
now at the top of page 10---- 
TH CHALIGIAN: Yes? 

auortization of intangible 
developuient cost involves the inclusion in capital costs 
of the expense incurred in drilling producing wells, in 


Other words wriving cxpense into current periods such 
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items of development as labor, trucking, ete. That 
some cofipanies handled intangible development costs as 
current expense made it necessary to aajust conpany re- 
ports to place these costs in the category of capital 
investment. 

Part of the aatticulty in 
handling these costs of indefinite nature is due to con- 
Qitions that have already been mentioned but in addition 
there are two other assumptions that defy analysis on any- 
thing but a broad gauge basis, they are (1) the uncertainty 
concerning the production of any given well under any ef- 
feative type of production control and (2) the percentage 
of reserve that is likely to be brought ovt at different 
price levels. If one considers a lurge area, a large 
number of wells, a wide variety of physical conditions, and 
a considerable diversity in the commercial set-up of the 
producing companies it is possibie to assume with some de- 
gree of safety that conditions on an average may reflain in 
fairly constant or at least relatively free froa rapid 
Change, but the smaller the sample in respect to these con+ 
ditions just enumerated the less likely wrue are con~ 
Glusions concerning the future. However, in any single 
field the physical conditions may be such as to cause costs 
to rise out of all proportion to possible prices. 

waking a statement of what I 
have described, anyone meking a study of the Petroleum Ad- 
ministrative board report must xecognize that meny arbi=- 
trary decisions had to be tiade and that complete agree- 
nent as to those decisions sould not be hoped for. Ina 
large nunber of instances arbitraries established by 


cofpanies were used, in other cases adjustuents had to be 
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made. The larger the area included in the conclusions 
concerning costs the more likely they are to reflect 
the average situation. 

may I just digress there 
for a moment, what I mean is this, if you were to take 
the figures on any one pool, say in the State of Oklahona, 
that the error for any one pool is likely to be much 
greater than the error of taking all of the pools in the 
State , that is just a simple problem in statistical 
Satipleing, that a small sample is less dependable than 
a large sample and we find that to use our State is much 
better than our pool figures and our regional figures 
are probably much better than our State figures. 

On the basis of costs as 
determined by the survey one can now turn back to a 
statement I wade concerning calculation of reserve in 
vers of price. The point I am driving at is) even after 
a calculation is made by the engineers concerning the 
amount of oil in a field, assuming that all of the en- 
gineers are talking in terms of similar magnitude, still 
that does. not answer the question as to the percentage 
of the reserve that will ultimately be recovered, for 
that may be unattainable. I shall illustrate this, from 
the neport. I find that in the Mid-Continent Gulf area, 
this includes Texas, Oklahona, Kansas, Arkansas,Louisiana 
and New iiexiso, or about three fourths of the total 
United States production, the average cost in 1984 was 
-778¢ or 77 8/10 cents and the average selling price 
was .96¢. The percentage of oil reported for that area 
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At less than 40 cents per barrel Bo 98% 


I think there is another error there NO, 10 Vis all right. 


At less than 80 cents per barrel 68 86% 
Titiainek chaoui eae n 80 «36% 
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eA ae bel 8 n " 97 88%, 
SHE GT eG O i i 99.33% 


In each of the areas studied 
the acceleration of the percentage of oil prodguced at 
prices above the average was aifferent. 

I think just for your own 
Clarification of this, what I an talking about in acceler- 
ation you will find there on page 107 or page IVOw) bam 

just now describixg what you might call a technical term in 
the statistics where we talk about the acceleration or 
ther deceleration of a curve and you will notice that the 
base line is upwards in value and the vertical line igs up- 
wards in percentage of reduction, so of course our acceler~ 
ation is in the direction of the line. 
GQ THE CHAT: aAN: The witness is referring to 
page 106 of Lxhibit "458"? 
A I said in each of the areas studied. ‘You will notice there | 
are a number of areas there, large areas, four I think. 
Q mike FRAVLEY: YES y LOU s 
"The acceleration of the percentage of oil produced at 
prices above the average was different", that is, in other 


words these curves are not parallel to each other. 
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In California about 50 percent was produced above the li 


average .585¢7, and in'the “astern fields ~ that is east 

of theMississippi River - a little more than 45 percent was 
produced at costs over the average, %1.56, In the Rocky 
Mountains about 45 percent was produced above the average, 
$1.08, and in the Mid-Continent Gulf about 40 percent was 
produced above the average. I should add that the low 
average cost for California was in large part traceable to 
the Petroleum Administrative Board method of calculation 
which made about 10 percent of the production of that ‘state 
cost less than nothing. 

While we have had calculations 
made on the percentage of oil unrecoverable at progressive 
price Levels in various fields this information has not been 
published but from the selected data just #lven, it may 
be deduced that without consideration for price it is 
impossible to predetermine the amount of a reserve that will 
be produced and consequently what arbitraries to amly to the 
Ponts er nile cost may in) the long run be en element dn 
price because of the possibility of periods of shortage, 
nevertheless, price is always working and consequently is 
a most important factor in the determination of ultimate 
production which in turn is a strong factor InTOOSsSv. 

“hat I have said un to this 
point is of general anvlication to the problem of determin- 
ime ther cost of production: In addition to these considera- 
tions, before a reliaple estimate of the cost of production 


t some of the physical facts 
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that have a very important. bearing on the oroblem end should 


be determined incident to e cost study are: 
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te feextent of the field: 

a. The outline of the producing horizon. 

b. The weter contact Vine, if ery. 

Ge 1G pas and, oil contact) Live. 

d. Any structural conditions, such as faults, 

that may delimit the field. 

@. coonomic conditions that may delimit the field. 
PemnioLinic Ol .O11 in cross section. 
2» VOlume of oil that can be lifted to the surface by gas 
present in the structure and any other physical conditions, 
if operative. 
4. #ifect of release of gas nressure upon ultimate recovery. 
5S., Volume of oil that will be left in the structure when 
netural flow ceases. 
6. Method of secondery recovery and lifting costs, if a 
secondary method or tiethods prove feasible. 
7, ‘hat will hapnen in the movement of oil to the welis when 
the gas pressure is reduced to the point where the gas 
breaks out of solution. 
Sere Lom ounmnick the .fas cap, should ,besclosedyin?— 
if at all - should merchantable sas be recovered from the 
Oil producing section of the field. “hat would be the effect 
upon ultimate recovery of cumping non-merchantable gas 
Deck into the structure, 
9. Whet optimum rate of flow would be most satisfactory 


from the standnoint of conservation. 
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LOmsuimely drilling program: not only in.Turner ¥ 
but in other possible competing fields. 
11. Is the conservation program of the present government 


likely to become the long range policy. 
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le. Would restricted production continue if the market woulda 
absorb more oil than the field could produce efficiently. 
While I know that I have not 
exhausted the subject of the cost of rruducing petroleun 
I hope I have not fogged the issue and that there is no 
misunderstanding on the conclusion I referred tn at the 
beginning of this discussion, namely, that while it is 
possible to determine a cost for the production of crude 
oil in Turmer Valley if enough arbitraries ars assumed 
history might or might not bear out the truth of such a 
cost because many physical facts concernirg the field are 
either not know at all or are only pvartially known which 
adde to the arbitraries that would have to be assumed and 
after everything wes said and done the resulting cost 
figure would only be a scientific guess the value of 
which would be of no practical vaiue in the determination of 
price ,“for®as I have tried to demonstrate pnroduction costs 
by whatever method determined may have little or no effect 
von price but) ecanomice conditions phuee tale pee may be 


the determining factor in the cost of production, 


MR. FRAWLEY: Thank you, Doctor Frey. 

THE CHAIRMAN : Any questions, Mr. Frawley? 
MR. FRAWLEY: No, F have no questions. 
MR. NOLAN: No, thank you. 

TH™ CHATRMAN: Meweharvi e? 

WR. HARVIE: T have no questions. 

THU CHAIRMAN : Mr. Macleod? 

MR. MACLEOD: No, sir. 

THE CHATRMAN: Mr. Tlotkins? 


MR. PLOTKI"S ; I have not any at this time. 
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THE CHATRMAN: Any of the producers have 

any questions to ask? 

MR. KOLB: There is one question JI 

would like to ask on behalf of the producers is if we can 

eet, & copy wr this. 

THE CHAIRMAN; I think that can be arranged, 
Mr. Frawley will see to that. Anyone any questions? 

Well, Doctor Frey, the net result, for reasons which you 
have given, is that you feel you are not able to assist us 

in saying what is the fair cost of production either for 

the whole or part of the field with which we are concerned? 
Yes, sir. I feel that the field is too new. There are too 
many Unknowns. There are too many economic considerations 
that cre vague; that where we had an opportunity of having 
a inng history and a very large production, and @ very large 
number of wells - you see, we have over 330,000 oil wells 

and we have a production in excess of 1,000,000,000 barrels 
ayear. we have oil fields still opersting thet were brought 
inthe 1860's.We have some that are as new as this morning J/ith 
all of those factors to off-set each other, with old companies 
and new companies, large scompanies and small companies, and 
with every variety of statistical information to work towards 
a fair average, the most we are willing to say is, the resul~ 
of our work is that it is an approximate average cost. 
WemcOanoticay tlle Loe Oost, and Ido not believe thet it 

is possibls for anyone to arrive at anything but A cost, 
determined upon arbitraries assumed by the individual or 

the company. There is not such thing as "the eoge™. UnbiL 


the history of the whole thing is rum and we get a tabula- 


tion. 
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Having regard to all the arbitreries assumed by you, 

the greater area and the greater volume with which you 
had to work, for the purposes of your department you 

did come to a conclusion in the United States? 

Yes, we did. 

Bearing in mind what you have said that that body did not 
hope that it wouid be mathematically correct, you did 
however express an opinion? 

145, 617. 

What was the opinion? 

On the average cost? 

Yes? 

It is alk through here, as a matter of fact. But the 
average cost for the United States - it will just take me 
a minute to find it, if you will allow me. 


Yes, please? 


Q 


Page 6, Table 1. Crude petroleum. Average cost per barrel 
(company interest oil) at weiis and sales value, by groups 

of States, 1931-34. The value, ail groups, average net 

cost including interest for ail groups, 89-4/10¢ for 1961. 

THE CHAIRMAN: Per barrel? 

Per barrel. 80.8¢ per barrel for 1932. From January l 

to Sentember 20, 1933, all groups, 69.9¢. October 1 to 
December 31, 1933, 77-2¢. 1933 combined, 71.7¢. 1934, 77.5¢. 
The entire period, 1931 to 1934, all groups, 79.6¢, 
recommendation as to a minimum 


Did you have occasion to make 


price for crude oil? 
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That was one of the things that we were on the spot in, 
There was a great deal of pressure to make us fix a price 
for crude, but all of us in the organization have been 
experienced enough to know the difficulties and the dangers 
and the terrific problem of allocating prices, field by field; 
position by position; and gravity by gravity. It involved 
hundreds of thousands of calaulations, and we just shied of 
it. Ido not want to say too much about it, but et least 
we succe¢ded in avoiding it. They still want it in certain 
parts of the country, and for that reason I do not feel 
that I should for diplomatic reasons say just what we did, 
and what our moves were, but we did succeed in avoiding 
price fixing. 

Now, we have a situation in Turner Valley in which penple 
invest money. Is the nearest to which one can get as to 
whether or not there is any likelihood of a return 

to first determine whether or not you have gn operating 
well, and then determine what the cost of operating is? 
You oan easily determine out-of-pocket cost. That is the 
easiest thing to do in the matter of calculation. But 
costs of on indefinite nature,which have to be projeeted 
over the entire life of the producing well, are extremely 
difficult. Of course in practice a driller of a well will 
try to. get his custs out of it as quickly as he can, and he 
may short on dividends or may do various other things in 
order to get his costs out before they begin to worry him. 
Yes? 

But that does not change the fact that as an accounting 
method based on any reasonable business operation in which 


there is expected continuity, that one camot avoid the 
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J. W. Frey 
indefinite item. They must be considered. 
Q “ell, on what basis is money advanced for drilling 


by bankers in the United States, if at all? Surely 
there must be some arnrogch to this, that people may 
know whether it is insane to invest in oil wells or not? 

A First of all, I would say thet you have a very different 
condition here than in the United States in the matter 
of money thet is available for investing in oil wells. 
f do not know as a matter of personal experience, ‘and T 
have not seen any records, to disclose how much it costs 
to drill a well here. But I have been told by any number 
of people - believed by me to be competent - that it costs 
something in the neighborhood of $150,000.00 to drill a well. 
Probably some cost more, I do not know whether any cost less 
or not. That is just a round figure that someone gave me. 
Now, the average cost of drilling a well in the United States 
is $22,000.00, and in Bast Texas one can drill a well easily 
and equip it for pumping for $15,000.00. There are plenty 
of wells in the United States that have cost in the neigh- 
borhood of $5,000.00. Im the sensté, there is a relationship 
between the number of dry holes that you have to drill to 
the possible potential that you develop, it is quite obvious 
that you are dealing with an entirely different kind of 
ewe wlLoo,OUOLOOe es Snot, tiem you ere ave TO C00 .00° or 


$15,000.00 a shot. 


Further than that, as an 
area becomes defined, and it becomes defined by drilling 
and successes and failures - an area becomes defined. 
You take Gast Texas oil fields as an example. TI do not 
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study, but it just happens to have been the center of 
interest. since 1930... But in thet field we know the outline 
almost perfectly. There may, here and there, be a finger 
Out into the void. Relatively few wells are now drilled 
anywhere near the edge, because the edge is known. They 
know the fairway cf the field. You can start in the north 
end of the field and strike right down the middle of it 

for a distance of approximately 80 miles and you know with 
almost 100% accuracy that if you stayed on that fairway 

that you are not ohly going to strike an oil well, but you 
will know how thick the sand is going t> be where you 

strike it. You know the physical conditions that under-lie 
that thing perfectly. The field has been under development 
for nine years. As I say, by 1934 we knew most of the 
physical conditions of that field. It was no longer a wild 
cat. It haS not been a wild cat for several years. It was 
an area of proven production. Now the fact that we have 
stuck into that field something like 20,000 more wells 
since then was largely on a reasonable bet. Now the 
uncertainty of it was thet we did not know from time to time 
how much oil would be permitted from each well, and that is 
one of the difficulties thet they are running into and why 
the cost figures of 1931 would be ridiculous today. Ir 193l, 
1932 end 1933, three of the years that we have there under 
consideration, that field was blowing its head off. We were 
producing about 1,000,000 barrels a day with the small 
number of wells that were there then. ‘ell, of course, 

they were high producers, and they must have amurtized the 
cost of their development when there was no control on them 


in a relatively few days. Today, the field is down to about 
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20 barrels a well per day, slightly less than that, with 
Sunday and Seturday close-ins on top of it. So that the 
average well is 17 and a small fraction barrels a day. 
Well, if you put a 500-berrel well in 1932 against a 

17 and a fraction-barrel a 1939, you are dealing with 

an entirely different kind of situation. That was the 
thing thet they did not know. They did not know how 

rapid drilling would be, nor did they know that the Texas 
Railroad Co‘imission would clamp down on that field and hola 
it to about - I have forgotten the exact figure - but to 
ebout 540,000 I think it is, or thereabout, a day. They 
did not know that, but it has happened, end those people 
who did not get in there early enough when things were 

wide open have had a different amortizing problem than 
those who were in there in 1931 and 1932 and 1933. The 
Dovs "20 Vion in 19352, 1932 end 1933) So they must consider 
it in the light of a very conservative investment. In some 
cases, they cannot avoid making the investment, they may 
have “to drill off-sets. They may have capital that they 
HOUR wantotommut ante it, “but (they will heave to do it 

if they want to get anything out of it, unless they can 

get together and agree on some sort of a unitized plant. 
Some of them may be forced into it. But otherwise I think 
it may be safely said today that the Railroad Commission 
of Texas will probably for a number of years in the future, and 
may indefinitely, hold thet field down to a conservation 
level, so thet the water does not destroy the field, and 

if they hold it down thet these wells may be relied upon 

to nroduce somewhere between 17 and 1¥ barrels a day, and if out 


Of that can be paid the opercting costs of the property, and 
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amortized over that neriod, a banker will consider it. 

But they are now going on with that banker interest a 

little bit further. Ordinary commercial bankers in the 
United States have nothing to do with oil wells. Oil well 
pruperty is handled exclusively by bankers thot ars oil 
bankers, that is, they have a strong banking interest. 

For instance, I have here a little booklet called *¥®conomics 
of the Petroleum Industry,” written by Doctor Poguc, one of 
the vice-presidents of the Chase National Bank. The Chase 
National Bank in New York published this in March of this 
year. There is a tyne of operation where a banker is 
interested in the development of oil properties. It makes 
foams fo oid) companies, Now, Doctor Posuc is not only c 
geologist, but he has been an oil economist for 10 or 12 years 
at least to my knowledge. I note his staff consists of men 
who ere trained gloneithat; line. Doetor Poreusvdoss not have 
to ask an oil man whether the property is worth developing. 
He, forms individuel judgements on it. He is an oil man. 

He, is, 8 banker and an oll man. And I can cité many other 
instances in the United States where a banker is an oil man, 
if he has oil investments. If he is not an oil man, he had 
better stay out of it because he will get his fingers burned 
so quickly thet it won't be funny. The connection between 
the oil industry and the benking industry in the United 
states is an intimate thing of long experience, learned by 
the road of trial and error and hard knocks. A banker has 
to decide when he makes a loan to an oil company that there 
PSVCROTOUCR UST IDicetion in his: doing iit. 

Doctor Frey, we have been told that in order to keep a 


sufficient quantity of oil available for the anticipated 
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through-put, that a certain number of wells must be drilled 
during the year. Now, it would seem to me that we should 
hear about the cost of production because it would apnear 
that if people cannot sell their oil for what it cost to 
produce it, that there will not be the continuous ori ing 
necessary to keep up the through-put. That would seem to 
be so? 

WeAveLie the. price Of O11¢ 1s not’ at a Levelt thet justifies 
the driller's risk, you could hardly expect Mond. ts or esO 
undertake the risk, except with a possibility of higher 
prices in the future. Drilling has been carried out in 
the United States during veriods of low prices and during 
periods of high prices. ‘vhenever you see a large amount 
of drilling during a low-price veriod, you might come to 
the conclusion that someone was just financially funny, 
queer, maybe cracked. But perhens they are not at all, 
Perhaps they are looking & few years into the future and 
realize that the statistical situation is such that they 
would be justified in spending money now at current low 
Oil prices anticipating that conditions may be different 
in a few years. Now, oil field development cannot take 
puoceveyor-night.* do-takes time to project afield, to 
find out what you have, and also to find out what you 

do not have. So that “continued drilling is absolutely 
necessary even though you may have more oil that you can 
possibly use at the moment. In the United States various 
estimates have been made as to how much oil we have in sight. 
The most optimistic estimate that I know of is slightly 


under 20 years. I have seen pessimistic estimates that we 


have only 15 years. It does nut make any difference whether 
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there is 15 years, 19 years, or 20 years, there must 

be a large quantity of oil in sight before one can expect 
that companies will undertake the risk of creating facili- 
ties for refining and distribution... Those things, too; 

must be amortized, and if an oil field only -looks as though 
it has 5 years or 10 years to so, there is considerable more 
risk unless there is enother source of oil relatively close 
in availability, a considerable risk to undertake develop- 
ment on short-range pnossibilities. We have so much money 


invested in the oil industry in the United States, probably 


in the neighborhood of 913,000,000,000.00 to #14,000,000 ,000.00 


and we must look ahead always to have 17, 18, 19 or 20 years 
ahead. For several reasons. So that we may amortize this 
investment, which is just plain good business, and so that 
we may produce that oil at such a rete as to avoid waste. 

If oil must be produced regardless of the method, I mean 

if you ere just faced with a situation that so much oil 

has to be produced, say, in an emergency such as might 

occur if we were in war, we would have then very little 

to say about the rate we might have to take it. But the 
more we have ahead of us, the more closely we can approximate 
an optimum rate of flow that will accrue to the interests 
of the United States government, to the consumers, and to 
the oil companies. “e must see ahead regardless of whether 
the momentary price justifies drilling or not. 

THE CHAIRMAN : Now we will have to rise, 

but I have in mind, so that you will consider it, the 
problem that we have to face as Commissioners, ‘“e are 
asked certain things..Now it does strike me that is oe 


impossible to ascertain or even express an intelligent guess, 
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as to the cost of production in Turner Valley, that we 

are going to have some difficulty in giving answer as to 

not only what is the cost of production, but what is a 

fair tield price in that locality. Unless it is to be 

said that there is no such thing; it is what competition 
drives it up. to or drives it down to. £ would like to 

sort of get an approach to this. We do not know the cost 

of production. ‘sell now, it does seem sensible that people 
will not go on indefinitely producing something at a ereater 
COS tmlogiueluniey yoo. eet tor it, If they do not eo -on . the 
Tield dieswopitathe field dies, there is,nothing for ws to 
be arguing about. If they do go on, it can only be because 
at some stage first that they are getting operating costs, 
out-of-pocket expenses, at least, and the hope of something 
more. And all of these things have a bearing on the next 
thing I am enquiring into - and I am not asking you to 
address yourselves to it nov as I understand you will do so - 
and that is the field price. I confess to great bewilder- 
ment and concern as to where we are getting, At any rete, 


F would like to renew this discussion after lunch. 


Thank you. 


(At this stage the Hearing was adjourned until 2:00 p. m. ) 
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DOCTOR JOHN W. FREY, having 


been recalled, exmained by Mr. Frawley, said: 


Dr. Froy, I have a question here which is framed meroly 
for the purpose of drawing from you some further observa- 
tions nf the kind you were making when we adjourned at 
noone If the Turner Valley operatur must continue to 
drill and if he does nut know his cost, if they may 

be greater than the field price or less than it, I am 
just putting it to you that he does not know vith 
exactitude what his costs are, why does he £0 on drilline 
or how gan he go on drilling; how does that invite some 
observations from you? 

Well there certainly would be differences in individual 
cases, why an operatrcr vould continue drilling but one 

of the things that probably ts a very powerful factor 

is the desire on the part of the company or individual 

to maintain his, what he calls his place in the picture, 
under any type of production whether there is an alloca- 
tion of production by wells or otherwise. 

THB CHAIRMAN: By what? 

By wells or otherwise. 

Yes? 

If an operator has to maintain his place, his percentage 
of the total production, as the production advances he 
must drill to maintain his relative position in the field. 
I assume that there is no question involved of offset 
driltings in the United States where there are no 
drilling patterns in certain States, an operator might 
feel compellad to protect his oil by offset drilling. 


in which instance, even though he might be operating 
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even at a loss with respect to his out-of-pocket costs 
at any given moment, unless he should protect himself 
from the effect of the off-set hé would sacrifice 
whatevor oil might be under his lease end further than 
that the chances are that the conditions of tho lease 
would be such that he would have no alternative but te 
off-s et; most leases demend that and the operatcr 
either complies with the conditions of the lease, which 
means a@rilling more wells to off-set those that others 
have drilled,. or sacrifice the lease. poes that 
answer? 

Well, perhaps, I can put my question again, he has 
these certain conditions driving him to continue to do 
it? 

YeSe 

But must he know his costs, I put it to you, I am 
assuming he does not know his costs. If he knows them 
perhaps it is different, he is proceeding, you might 
sey, intelligently but just assuming he does not know 
his costs, he just does not know them, why does he mot 
stop and say, "I will not go on, I do not know my costs, 
I do not know whether I am going to get out of that well 
in the next year or so, in the next period, whatever 
period he might want to establish in his mind, I éo not know 
if I am going to get my costs." Now there might be 
what you call the "oil man's psychology" but is there /\ 
something that compels him to go on, whether he knows 
the costs or not? 


Oh, yes, he cannot stop to consider a momentary price or 
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cost. If the legal conditions of his lease or the 
possibility of losing his position in a pro-rated field, 
forces him on; those are compelling factors, in which 
cost is quite another item, regardless of cost he mus% 

gO One 

And I just want to put my point of view before you, if 

I were running a little corner grocery store and I was 

not making, my selling prices did not equal what I had 

to pay to the wholesaler for my goods, I couldn't go on, 
the bankruptey Gourts would have me in their totls very 
SoONne Now does that condition not apply; is that a 

quite improper parallel to suggest, what is thore about 
oil, about the drilling of oil wells, or is there something 
about the drilling of oil wells which makes it relatively 
unimportant that the driller does not know his costs? 

Since I spent a good many years in general merchandising 

I can understand this corner grocer vf whom you speak». 

We tried to know our costs. Wie Gould not know them on 
every individual item,but we could get at the gross return 
and determine our net operating cost on the whole business 
and we tried to be conservative of course, to buy what we 
thought we could sell and to sell at what we thought we 
could make a profit at and still meet our competition. 

Now, we could herdly be called e highly speculative venturs. 
In the first place, when I left the business with which 

I was associated, it had been established 67 years and we 
had a history of merchandising for that community, knowing 
more or less the personal mind of most of our customers 


and the risks that we could take. The oil industry is not 
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a "corner grocery" at all. It is a highly speculative 
venture. The man or company that is not Willing to 
venture much with the possibility of ultimate DIO abs us 
not an oil man type of mind. The oil man must believe 
in himself, he must believe in his judgment, he must 

be willing to take a chance, a long chance, he must not 
be discouraged by failures, he must look ahead to the 
ultimate future. If he drills 18 wolls in a row that 
are dry holes, he still has his mind on the 19th one 
Which is going to turn out to be a well. It is that 
highly speculative nature that puts the oil industry 

in g category very different from eny othor type of 
industrial activity with the possible exception of its 
Closely allied speculative operation, mining, especially 
mining for the metals and jarticularly the metals, non- 
ferrous metals. The non-ferrous people must run long 
chances too. For instance it is yeported that the 
Utah Copper Company put, not just a milion or two, but 
Somthing in the neighborhood of 40 million dollars 

intu the development of B'ngham before they ever got a 
cent out of it and they could not be positive of just 
all of the technicalities that they were going to have 
to solve when they started in to it. 4A man who is 
engaged in the mineral industry must be willing to take 
& long chance and that is the type of mind that you do 
not find in the ordinary merchandising operations that we 
know about in most industries. l think’ it is definitely 
a type of mind, Some one has described an otil-well 


driller as a man who produces a hole in the ground with 
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an optimist on top. 

Now Dr. Frey there is gust one other thing to complete 
what I have got in my mind, I suppose as a result of 
what you say, an operator. a driller draws the distinction 
between getting back his cut~of-pocket expenses and re- 
Paying himself for his capital investment. I suppose 

he has to get his out-of-pocket exponses or he can't &O 
on to the second, third, fourth or fifth dry hole? 

If he is a small operator. he must get his out-of-pocket 
Sxpenses as he gnes slong. if hevsis sa large operator, 
he may have other fields that are productive in which 

the returns from those fields may offset the losses he 
takes in the immediate development but he is not unmindful 
of the future possible profits. He is always concerned 
with his future possible Orotit ss. There is another 
thing about it. If, let us say, he finds he has made 
an unfortunate investment and there is no possibility 
apparently of a price that will veturn to him more than 
his out-of-pocket costs, well now under the circumstances 
you might say that he should stop operating in that fiela 
because he will never get his return on the investment 
but since he has got his out-uf-pocket costs and maybe 
with a break in the market he may’ get a little bit more 
some time, that he will continue to produce in that 

field ordinarily in spite of the fact that he is never 
going to got a return on the investment. 

That is the point I wanted. Pherty is ele Ditheve « 

THE CHALIRIZAN: Any others? 

MR. PILLING: Mr. Shairman. may I? 
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THE GHAIRMAN: “hat is your name? 

MR. PILLING: Mero RK. . Pilling, 

MR. PILLING: Having in mind a comparat- 


ively new country such as ‘estern Canada and carefully 
considering e11 the phases of the Oil industry in 
Vestern Canada, would you care to pass an opinion as 

to just where in the various operations the cost of 
production is most important and does yuur research 

and study show there is any vast difference in the cost 
of procuction where the entire production area is controlled 
by one group or by many groups; I have in mind -= 

There are several questions, would you mind, I am glad 

to have the complote statement end then let us break it 
down into parts and see if I can answer one part at a 
time» 

I have in mind Western Canada and you aro going out to 
find an Oil field, would you consider the cost of produe- 
tion and where would you consider it. does that make the 
first question cleer? 

No, I am afraid not. 

MRe FRSLEY: May Dz. Frey look at this, 
yeS,this 2s nicely typed out and you might look at it 

Dr. Frey. 

(Hands typed question to “itness.} 

Just where in the various Operations, I ama little bit 
Confused there. 

MR. PILLIN: wel] for instance, I am going 
into the Oil business; now I must consider the ast of 
production, should I, where should I consider that, in 


acquiring my leases, my whole pieture figure which in a 
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modest way, - the point with me is that, shall I go out 
on a 40 acres or 20 acres and then expect to have soiue- 
body else shut down theix operations because I made a 
mistake goings out on 10 or 20 acres; the point vhich 

is largely discussed here in Alberta at the present time 
is, should our lesses be held by big operators or by 
individual groups. I withdrew "the big operators", 

by indivicuel groups, or should the Government encourage 
the small operator in these verious Operations. Nov that 
is the question that I have in mind if I have made it 
Clear? 

May I esk you a question first. does the Government 
distinguish between large properties and small properties, 
can one take qa large property or e small property? 
UGile.if 1t 1s open. the Government will: let you take any 
part you;rish but the point is in the cost of production 
some think that the true place to start, to fizure on the 
cost of production is in acquiring your original setup, 
dn holding your leases in a block and in C@Lliminating if 
possible the various off-sets that mizht come in; now 
that applies here prubably differently than across the 
line; the Government here owns about 90, or 95% of the 
leases, so that we are not compelled here, as you stated 
a few moments ago, to drill off-sets under the provisions 
of the lease, we are only compelled to drill off-sets 

as the covernment requires it becsuse they own probably 
90), of the entire area? 

“.@ll then the guestion is, does your cost of production 
begin with you acquiring the leasc? 


Yes, I want to know where the proper place is to start 
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figuring on the cost of production? 
ivery element that esnters into your cost, whether it 
is that of acquiring the lease, doing preliminary 
geological work, are carried on to the driiling 
operations, right straight through to the conversion 
to pumps if necessary and the lifting costs will apply 
to it, all those things are a factor in your cost of 
production at every point in the producing Curve. 
Well, is there any vast difference that you know of betwesu 
@ group operation and a single group opevation, I mean 
by many groups in the field or a single group controlling 
the fisld, is there a vast difference and if there is not 
a vast difference, I do not care to have the question 
answered, Iam curious to know if there is a vast 
qgifference botween an operation where many interests are 
involved or where there is just one interest involved? 
Well, I will have to talk from experience in the States 
SECO SS ; in some States, since there are no well- 
Spacing laws it might be desirablo for the operator to 
get all of the land, all of the leases, covering the 
individual pool, because by so doing he may proceed 
under the best engineering practices in the locetion 
of his wells and in the manner in which he produces 
theme It is also possible that by reason of the fact 
that he is developing e large area he will buy special 
typos of equipment particularly suited to that type of 
operation and he may develop a programme of development 
say for instance, he may decide that over a period of 


so many months he should put down a certain number of 
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wells and thet will require 2 certain number of drilling 
crews and then he will more or less schedule those cre”’s 
over the field as he develops it. Well, there is the 
technique of moving and setting up, spudding in, drilling, 
completing and so on, those things move in under schedule, 
largely standardized; the chances are pretty good in 
that type of operation. The cost of development will 

be less than if that field were split up into dozens 

of small operations whether they be by large companies 

or small companies, in which it would not be possible 

to standardize either the equipment or the methods, 

quite so readily. Now as far as the difference 
between splitting up large blocks into smaller blocks, 
that depends to such a large extent on the number of 
drilling crews and the economies of individual companies. 
that it is difficult to arrive at any rational conclusion 
concerning whether it is the size of the block or the 
technique, the background and skill of ths operator, 
Without mentioning any names I will cite an example. 

that in Kettleman Hills, California, there is one oil 
Company that has spent as high as $250,000.00 in drilling 
A Single well in Kettleman; there is another compeny 
that has drilled right along side almost, that is within 
a matter of 40 acres or thereabouts, that has drilled 
for less than 3140,000.00e Now there was a difference 
in the time in which each well was drilled. The 
~250,000.00 well was drilled earlier and in a period 

when less was known about how to handle the drilling 


Operation and when facilities were a little more difficult 
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to acquire but the man who put down the well for less 
than 150,000.00 says that that has nothing to do with 
the cost, it is because he is a better driller. ‘ihat 
are you going to do, I mean what is the answer? I de 
not believe that there is an answer that is very positive 
in that regard, 
The only point I had was whether in a country here where 
we can lease and control the acreage in what we believe 
is the productive area, now is it a good thing to do that, 
from the production standpoint, or is it better for a lot 
of individuals to go in there and drill, that is the 
point I wantod to bring out? 
You are thinking about it in terms of the ultimate 
economy? 
Thinking about it in the terms of the cost of production, 
selling oil on the market at a price you can make money 
at? 
4nd, of cdurse, you recognize that various drillers will 
do a job for less than others, that is to Say it is not 
Just a matter of how many individuals are operating the 
block, is it, it is a matter of the technology which is 
employed, is it not? 
Vell that was not exactly my thought; assuming they are 
both the same, assuming all groups are the same, would 
there be a difference in the cost of production, a vast 
difference, I was wondering if you knew if there was a 
vast difforence between the cost of production whether one 
operator controls the entire area or whether many groups 
control that area, supposing they are 2l1l even as far as 


ability is concerned? 
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q MR. FRAWLEY: Let me just add to that if 
I may, and I think I know what is in Mr. Pilling's mind, 
supposing there were, apart from Turner Valley altogether, 
a new structure which was regarded as a potential oil- 
bearing property, nobody has acquired a lease at all, it 
1s all in the Government's hands as to how those leases 
should be gpanted, would it affect the cost of production, 
when we get the production, would the production nut of 
that area be more cheaply obtained by giving it all say 
to one company, anybody's company, Mr. Pilling's company, 
or the Imperial Oil or anybody else, giving them the 
whole unit, the whole stxsucture, the whole area that the 
geologist has laid out, and have them produce the oil 
from all of that area with one, two, three, four, any 
number of wells they want, or would it be cheaper for 
the Government to turn it out in 40 acre pieces and 
put, have a well put on every 40 acre piece, that is 
the other extreme? 

4 Here is where the difficulty is in answering the 
question, you must expect a certain amount of edminis- 
trative expenses and supervisory expenses in operating 
oil wells. Now if the number of wells is below what 
Gan be efficiently supervised by one man, we will say, 
then guite obviously that supervising expense rises 
to a considerable level and if on the other hand, the 
number of wells operated by each company is such as to 
keep that supervising expense in a roasonable relation- 
Ship to the quantity of oil produced, then it does not 


seem to me that it makes any difference whether there 
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are one or a dozen but I would say. however, that in 
the matter of the development of the field that 
probably greater economies would be effected by 
Sonsidoring thc field as a unit in which either all 

of those who participate in the ownership agree to 
some plan of development or that that plan of devélop- 
ment is definitely imposed upon the field by tho 
Government. 

Whether one man owns it or 40 neople? 


Or 40. 


( Page 10,791 follows ) 
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MR. COMMISSIONER LIVSaTT: You were dealing with Mr. Frewley's 
original question on the subject of cost and the possibility 
of drilling without knowing the cost and you gave some 
reasons why a man would be foreed to continue drilling 
because he might lose his proportion of the oil in the 

field, and similar reasons that would compel him to go on 
drilling apart from any knowledge of the cost. I was 
wondering if that quite covers the case of a man say who 

owns 40 acres or a 100-acre lease and has not the money to 

go and drill himself, no metter how all-compelling the 
reasons may be, and has to go to the »ublic to raise money 
TOvdriy). on & 400or a 100-ecre Tease whatever he might nold: 
mow, 1© it agcompletesvambie, on whe part of the ocublic or 

ES NETL a any Osi Tion toto l ye any cstimate of “the cost. it 
would take to produce and so on? 

He is in a verypoor position to give any figures on the 

Cost Or production. He might; Mowever, give them some 

idea about what their reasonable chances are of YVinding oil. 
He @annot tell how mich oil he is going to find. Neither 

cen he tell about the various economic factors that are 

g0ing to impose a price on that field. Those are to him 
almost unpredictable. Those who put monsy into oil wells 
must recognize that they are taking a risk and if they are 
not in a position to take a risk they hed better not invest. 
d42295 NOtjen INVvVestmencwuntil the oll is found. He nes 

some figures that he might fall back on. For instance, in 
the United states = IT think I will refer to this little 
peoorlet. ot Dr. rogues, Dr. ~ogue says that the way to 
finovone Dillion verrelenon onlvis to vdriil 4,000 dry holes. 
In other words, that there is a sort of statistical relationship 


if vou take a large enough number of semples between the 
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reserves that you acquire and the number of holes that you 


drill and the ratio of dry holes to producers. Now, as I 
cited this morning----- 

Hit;CHaIRMAN:  . If you have no objection, we will 
mark that book as an Exhibit. 

MR. FRALEY: Yes. Dr. Frey offered it to me go 


I will put it right in and leave it with the Commission now. 
It is entitled "Reonomics of the Petroleum Industry," 

Joseph FE. Pogue, Vice-fresident Chase National Bank, 

March, 1939. 


(DOCUMENT IN QUESTICN IS nov 
MianKED EXHIBIT "45q". ) 


On page 2 of the statement that I read this morning I quoted 
from the Bureau of Mines; "Cf continued interest was the 
decrease in the ratio of failures. although the number of 
dry holes increased from a certain number to a certain other 
number the percentage of total completion declined from 23 
percent im 1935 to 21 péereent in 1936. ‘The ratio was the 
lowest in 20 years." Well, now, on a sample such ag we 
have, you can see that between these two years there was 
only a 2% variation and with wila catting and all types 

of proven areas, still the vercentage of failures remained 

at 21 percent to 23 percent, of the total number of noles 
drilled. There are in large enough samples some reasonable 
ratios between what may hapven if you drill 1,000 welis 

in terms of what might be expected in terns of oroducers 

and in terms of dry holes. Now, then, when you get into wild 
catting, the pereentage of failures quite obviously 

is higher, because a very high oercentage of the wells drilled 
in the period under consideretion in those two years by the 
Bureau of llines were in areas of what you might call settled 


or proven production, and the wild ecatting was less active 
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then, which accounts for or is one of the reasons 

that the ratio was the lowest in 20 years. 

MR. COMMISSTONER LIPSETT: Does that picture, as you explain 
it, Dr. Frey, does it lead towards the conclusion that 
Operations in a Province such as this would have to be done 
by some very large organization able to bear a relative 
number of failures, and able to get a large enough acréage 
to make it worth while to experiment. Is there room in the 
picture, as you see it, for a small man with 40 acres or 

100 acres? 

There is room for men who are willing to take a chance. Of 
course, the more that a company has back of it the less each 
individual failure hurts. But failures hurt anybody. 

You have got to make provision for that. There is room for 
the man who is willing to take a chance. That is again a 
cype of mind. This thing gets to be very subjective. 

it is not clearly an objective situation in which the sum 
of two and two equals four minus one equals three. We are 
dealing with human emotions, with aspirations, with ambitions, 
with that quality that puts one man over the top and makes 
the other man say "I prefer to take things as they are and 
sit by my own fireside." This thing is not clearly objective. 
It is subjective. ‘le are dealing with human emotions when 
we are dealing with the oil man mind. 

I was rather thinking how the nicture fitted the illustration 
that you gave of a man having to go on drilling. He might 

gO On and drill 18 holes and still be optinistie of the 

19th. T wes wondering where the monsy could gome from, 
either from the public or any small owner or anybody except 


some very large and thoroughly financed organization? 
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“a very large amount of the money comes from the public. 

If I might be personal. I have a friend with whom I went 

to school back there in Chicago who got along quite well 

in oil field development and we thought he was doing right 
nicely when he accumulated about three million dollars. 

and then my friend seemed to lose position and the first 
thing I knew he did not have anything and he was looking 
around for some more. But he got some backers and went back 
at it and that 18 holes I have just mentioned is - while 

it is hypothetical, it happens to be the number of wells 

he has drilled now in a straight row without getting anything. 
He hopes the 19th is going to come out all right. 
Incidentally, I will take another example. I won't mention 
the name, but a very prominent man in oil affairs inthe 
United States; one of the most outstanding men among the 
independent group in the States; a fighter, courageous, 

a man. He has fought any number of times on propositions 
where he had most everybody against him. He has the courage 
OF his convictions. In 1930 this man, who had done a 
great deal towards the development of the Oklahoma City Zool 
was worth 29 millkon dollars. That is, he told me that he 
Wes worth £29 million dollars. The Oklahoma City field was 
to a very large extent town lot development and the number 
DreoOli-Sevs that head to be drilled was very lerge. ‘There 
was some possibility there even though one had to drill a 
large number of wells. it was a tough field, about 6,020 
feet, and a good deal of it limestone, but one could make 
SocawOuwivs Until Bast Texas broke loose in 196k and, 
without any control, the price went down until I know of 


instances where oil was sold at 5 cents a barrel plus 3 cents 
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Dr. J. '.Feey. tus 
delivery, 8 cents net in the Hast fexas field. That caught 
this friend of mine who was forced to drill off-set after 
off-set. In 1932 he aia not heve one red cent to rub on the 
next. 

MR. PIOTKINS: Mr. Chairman, I would like to esk 
@ question. 

You are dealing now, Doctor, with private individuals taking 
a gamble. Now, will you paint us the picture from th major 
company standpoint as to what the risk is there; what the 
relationship of drilling is to the rest of the industry? 

Well, I have talked sbout groups. All we have, as you know, 
are these composite statisties when I actually mentioned the 
relationship between the number of dry holes and the number 

of producing holes and so on. Do you mean does the large 
operator take risks that are commensurate with the individual? 
Yes? Well, now exactly that. that te te statistical 
position of a large oil compeny, ‘ie will take the Standard 
Oil of New Jersey, in its drilling operetions, in other words, 
do they take the same gamble or are they in a position to pre- 
determine what their risk is and whether it is profitable 

to drill or not on the whole? 

I am afraid there is one of the things in which you will have 
to take my word for it because I eannot show you the 
statistics. But a number of us who have been in a vosition 
to examine these statistics personally have raised a similar 
question and we cannot find that there is any considerable 
difference between the risk taking of the large company 

and the risk taking of the individual, that is in the number 
of wells drilled. The large company will do as a rule 

more in the way of oreliminary exploration before it steps in. 


The individual may or may not, depending upon how much money 
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he has back of him. But stranve as it may seem something 
Makes the thing average up because the large companies in 
wild catting are just about on the same seale as individuals 
in wild catting. Now, of gourse, either one in @ proven 
field will be ebout the same. It is only in the question of 
wild catting and the principal difference between them would 
be the policy of the large compunies towards wild catting, 
in which some are more venturesome than others. 
But, Dr. Frey, in the lerge company not wishing to gamble 
except on profits or on a part of their funds to maintain 
their relationship, would it not be reasonable to to expect 
the Standzrd Oil of New Jersey only to apportion a certain 
amount of money towards w.1ld catting, only that pvortion that 
they feel will keep them in the relative condition that they 
find themselves at that time and thereby not run the same 
risks as the individual, staking everything on a wild cat 
well. 
fin inemysexperience 1 have: not found any more disposition 
On the part of a large company than on the pvart of the 
individual to make unnecessary expenditures or take 
unnecessary risks. -After all, a company is only e& composite 
Of individuals and individuals more or less run true to form 
Within a class. So that excent for the fact that the company 
Viti larese resources isvan a. better oosition to stand the 
heavy loss than an sal ata, there is a@ cushion to fall 
back on, and the percentase of that failure may be small 
in the total operating costs of the company, yet I have not 
seen any disposition on the part of large oil companies to 
eourt failure any “ore then individuals. 


Matis Not the point =f am ecking you to consider, Doctor, 
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Dr. J. .Frey. 
Is not the industry - and when we say the "industry" we 
mean more or less the operating integrated companies - 
you agree with that? 
No. 
You inelude speculators? 
Absolutely. 
and peonle who are willing to gamble? 
everybody is in the industry who has anything to do with it. 
Probably that is why you do not understand my question. I am 
referring now to the integrated units that make a business of 
producing, refining and selling oil and they must not gamble 
if it can be avoided. Therefore, what I am asking you is 
a company, an integrated company such as the Standard Oil of 
New Jersey, when it considers its drilling programme for next 
year, would it just put up a disproportionate amount of money 
and gamble its very life on going out and finding a lot of 
oil or would it not, as you wou'ad reasonably assume, only 
apportion a reasonable sum in view of its profits or its 
anticipated profits, and go out and gamble, and it is not 
exactly the same kind of a gemble as you have already told us, 
to maintain reserves? 
“eli, first of all I will have to admit I do not know what 
the policy of the Standard of New Jersey is, and can only 
view or observe the sort of things they do. JI do not know 
how they budget their exploration and I do not Supyvose there 
are very many people outside of the Standerd of New Jersey 
who do. But I will say this about general corporate 
management, that any corsoration that feils to protect its 
assets is in a hagardous sosition and preetically all 


corporation finance revolves around the problem of insurance 
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of capital. Now, earnings are objective but even if you 
cannot earn you try to protect your capital. Now, in that 

I do not believe that the Jersey Company would be particularly 
different than any other conservative company that has a 
tremendous capitalization. ‘Ten you mention the Standard 
Oil Company of New Jersey you are talking about a corpora- 
tion that is worth in the neighbourhood of two billion 
Pobers; and 1c. t note tie tirst co 1. company in the world, 
it is the second. It has many, many subsidiaries in many 
different kinds of activities. The Standard of New Jersey is 
not only concerned with producing crude oil and refining 

it and selling it but it is in many other activities. It 

is in the gas industry. It is in the shipping industry. 

It even makes cosmetics for the ladies and Nujol end various 
other things of that sort for pharmaceutical purposes. 

iG has a very elaborate set-up. Thousands and thousands 

of ramifications. Now, to pin anything down as to nolicy 
with a company of that magnitude requires a degree of 
detailed information that is possessed by very few. It 
certainly is not possessed by me. So I can only argue that 
probably the Standard of New Jersey by reason of its 

enormous capitalization and its great diversity of interests, 
with the very heavy problem that it has in management, is 
probably, if anything, a little more conservetive than most 
Oil companies. That is about all that I dare to say from 
what I have observed. Does that cover your point? 

dove Now, in connection with the computing of costs, 

and again when [I mention the "industry" I want you to under- 
stand that I am referring to the large integrated companies, 


Mere has been developed over years a successful basis and 
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Dred. YY. Prey. 


adopted by these companies of computing costs, known as 
the straight line method, has there? 

A I will answer this way. The american Petroleum Institute 
has had for more than 17 vears a committee on uniform 
accounts. Mr. Gidney, the Controller of the Gulf Company, 
was the Chairman of that Committee, probably longer than 
any other person. Mr. Gidney told me that while they had 
mede a serious effort towards uniform cost method in 
production, refining, transportation and marketing, that 
they never have got anywhere except in produetion and that 
there was more agreement on production costs than any other. 

2 But these costs as ascertained and computed by the various 
companies are used in practice to conduct operations and to 


GeClGe wietier chereyare certain operations proritable or 


unprofitable? 
A Pouyere informing me 7 
Q I am asking you. 
A I cannot answer. 
Q Tell, would you not expect any company with years of experience 


behind it to arrive at certain conclusions as to what would 
DeomeeLaLDEcost ol mrodmwcine, O1l? 

A I would expect any company with any experience to set up 
indices of price and cost movements within their operations. 
But to say that all companies accept the same principle, 
I would not be drepared to sey that. But I would be prepared 
to say that they all set up indices to indicate the nature of 


the cost movement. 


£> 


Yes, and they use that particular basis in deciding whether 
an investment is going to be advisable or not, when it comes 
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Der ad Frey. 


Naturally they must use something to arrive at a judgment 

as to whether they go ahead@ or not. 

and if their experience had taught them that the system was 
wrong they would have abandoned it? 

Not necessarily. They might not have anything better. 

They might what? 

They might not have anything better. 

But the very fact they are successful in pay-og dividends 

year after year - while it is true for sone time they night 
not pay dividends - but over the long years average they do 
pay dividénds, would not thit be conclusive proof that the 
basis of their computetions has been found in practice to be 
reasonable? 

No. 

Powould Vike to know why. It is only for infermation. 

Because vou assume, I am afraid, that all tyres of operations 
are more or less identical in nature of integration and that 
a company - that all companies, such as you call the industry or 
so-called integrated companies are operating in a similar manner. 
Now, the fact of the matter is, they are not. Certain com- 
panies produce a high percentage of the crude that they use. 
Other companies produce « relatively small pereantage, 

Some of them have very large refining capacity with respect 

to their sales, their sales through their own outlets. Others 
have comparatively small. come buy large quantities of 
gasoline und other products from others. Some buy small 
quantities. Some are engaged in foreign trade and some 

are not. Some use their own type of wholesale distribution, 
company-owned, and others have a mixed type. If all companies 


were similar in organization and in objectives and if profits 
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Dre J. VY. Frey. 
were derived from the same places by each of the companies 
there would be relatively little conflict between them. 
But the difficulty in trying to get companies to agree on 
plans of action = and I have had considerable experience 
personally in trying to get companies to agree to do certain 
things - is that the objectives of the companies are different, 
an’ consequently to say that they use a Straight line method 
of cost determination or any other type of cost determination 
has proved that the method is good by reason of the profits 
derived is to deny the fundamental thing which is that they 
do not all have the same objective and do not all have the 
same degree of integration. 
True, Doctor, but as we find one company, the Standard Oil of 
New Jersey, property integrated - it is true various of their 
companies only perform certain functions, but the mother 
company, the parent company through its subsidiaries asa 
whole performs al] the functions and would it not be reagson- 
able for them and the fact they are using it, would it not 
be reasonable for this Commission to take and disregard these 
various operations of the various companies and fundamentally 
go back to the one operation,producing, refining, manufactura 
ing, that is, and marketing, and consider the relationship 
of the cost of the products to the selling cost? 
Now, in the first place you said that the Standard of New 
Jersey was a properly integrated company. “hat did you mean? 
I mean they act through their various companies. They have 
producing companies and refining companies. In other words, 
they have companies that produce and they have companies 
that refine. Some do both and some only do one. Some companies 


do marketing and some of them do all. But as a whole they 
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Dre do. UCT erey. 
do produce, refine and market and in their cxuse at least it 
would be sound business practice for them to ado»t some 
method of determining crude vroduction cost and they do in 
fact determine production cost and use it in their business 
in arriving at cost? 
They would be very unwise if they did not try and set up 
production costs that were suitable for whatever  «urnose 
they cared to make use of. That does not necessarily mean 
that the production cost that they set up is "the production 
cost. [t+ is "a production cost." 
ier cat Ts notwinay trae of any business, teven the? refining 
business. I built a plant and I do not know how long conditions 
will permit me to stay in business and while I have provided 
Bom yoal a mde pa cClatloOnmn may Onl ywexist cxyears. ' ihe same 
with taxes and the same with everything in the east of 
production or in the case of any business. So we must assume 
something. Lsenotethat tie of "production “as well“as any 
other phase of industry? 
“well, naturally a company that sets up indices of operating 
costs assumes things. The only question between you and me 
on that is are the assumptions that they make the ones that 
this Commission should accept? bsay since .l\do not kro 
what they have assumed I can hardly what they should accept. 
But can't we find out what the industry in its individual 
units has assumed and not only assumed but used in their 
computation in arriving at what is cither profitable or 
unprofitable. It is a practical proposition and not a 
theoretical proposition? 
It is a very theoretical proposition. You are assuming that 
you can read the mind in determining why they assumed and then 
you must put some sort of a moral interpretation on that 
thing as to whether they morally did right to assume. 


4nd that is subjective. That is not objective. 
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Well that is literally true of every computation of 
every business? 

Che pac... 1% Ls not. 

why is it not? 

All right, let us take an example, this cesk Gown here, 
made by a millwright maybe in this town. You can put a 
certain amount of lumber into that, you have a certain 
amount of machinery use ageinst it, you can even deter- 
Mine to a reasonable extent how long that piece of 
ffachinery is going to last and you can put a certain 
amount of labour in it and it costs you a certain anount 
to sell it, that is an assecibly proposition. Wow you can 
calculate cost of assembly such more accurately than you 
can of an extracted industry. 

We will take a similar, the use of machinery, we can tell 
how long it is going to last, that is perfectly true, but 
we cannot tell how long we are going to use it because 
Gonaditions may not permit us to use it or it may become 
obsolete, so how are you going to determine the use of 
that machine and the construction of thet desk if you do 
not allocate arbitrarily to the best of your judgment, 
some portion of that cost? 

All right, you will do a certain amount of allocating of 
depreciation and obsolescence; on the other hand you have 
to remember that that particular element in the cost goes 
ps0 far down that whether you effect it much or little, it 
is not going to make as much effect on the cost as in 
items where Gepreciation, depletion ana the writing-off 
of intangible costs, constitute a higher percentage of 
the total operating costs. 


You mean degrees? 
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A Yes, you can call them degrees. 

& There is no essential difference? 

3 Oh yes there is, a fundasental difference. Wow in an 
extracted industry anybody who has ever mined coal, run 
a@ gravel pit, operated a copper mine or an oil well, 
knows that there is a fundamental difference between his 
type of operation ana the assembling of desks. autonmo- 
biles or what not. 

oh And you say, Doctor, then that because there is 4 Gegree 
of aifference in the amount that we should allocate in 
any given article, whether it be gasoline or whether it 
be a desk, that therefore in one case we can arbitrarily 
determine it and in the othex case we are stopped from 
doing it? 

A Donan 'tesay stopped trom doing it. I %saideyour arbi- 


traries becoie wuch more speculative, much more of aa- 
venturee savybe you would be interested in knowing about 
what percentage these items bear to total cost; take the 
19351 under the heading of uxpenses,you will find in the 
Goat report, pase 6, that depletion for all groups 

was .084, that is 84/10 cents, that depreciation was lo, 
that amortization of intangible development was TALON 
that operating costs were 22; genera] overhead anc ad- 
ministrative were 34.7, out of a total of 84.8. You see 
that your depreciation, your depletion and your anortiza- 
tion of your intangible developrient costs, what they total, 
and they are the items of variables, they are the veriables 
in the thing, teat they represent the higher percentage 
of the total. 

Do they represent any higher percentage than the orainary 


industrial enterprise, I as just speaking from ay own ex~ 
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perience? 
Yes they do. 
TO any great extent? 
Tremendously. Let us be specizic, on one hand, let us 
even take it and compare it, with another extracted in- 
dustry, coal; over OO%o of the cost of bringing up a ton 
of coal is labour in the United ytates: well we cannot 
find that relationship here where the operating cost 
whicn is the current expense of labour, repairs and many 
other things, is only 22 out of a total of 84. 
Yes, but you have just read soue figures on administration 
which is also labour and that is quite a heavy percentage 
as you will notice? 
Jeli I am not counting the cost of administration in coal 
Mining. I am only taking labour on production. 
So you say that it is not practical for the Corimission to 
formulate any particular policy and arrive at a basis of 
cost, which woulda compare to the facts of the compenies, 
iu arriving au whe relationship of cost, that is to be 
gomparable, they should disregard profits, if they are to 
disregard profits, what are you going to put in its place? 
What company are you going to take. are you going to take 
the Imperial or what it is, the Royalite, as a basis or are 
you going to take iir. Davies or I do not know the names of 
all your companies here. I have heard those two but which 
are you going to take, one with 7 wells or 12 wells, 15 
wells or who is going to be the guide and what is the 
Griterion? why take one company rather than another, I 
do not care whether you say large or stiall, let us pick out 
a small one, I do not Know the names, so you pick it out. 


Before we do that, I want to make it a Little clearer, first 
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you would have to have some basic method of comparing 
those two. in other words, you would have to adopt in 
every case the same factors in order to get to sone 
gonparison, would you not? 

dell that is what we did, yes. Je arbitrarily did that.. 
jll right. Then having arrived at these basis factors 

for each plant, what constitutes drilling costs, what con- 
stitutes royalty and so forth, would it not be reasonable 
to assume that the proper method of arriving at the cost 
of production in Turner Valley would be to take the exper- 
ience of all the companies that are operting in there? 

No, because they do not have enough experience. You must 
know in addition to the conditions which you have 
just described the answer to the le questions which I set 
Out concerning the physical charactertistics of the field. 
That is true, Doctor, but the Commission has already 
arbitrarily decided what there is there?’ 

That makes no difference whether they have or whether they 
have. not. 

And they certainly can use that basis? 

They can use any basis that they want to but it does not 
necessarily make it correct. 

No, but you told us it is impossible to get the correct 
answer? 

Yes, because only history will tell you the correct answer. 
So therefore the best we can do is to approximate it? 

An approximation is not worth auch if it is based on a 
psiiall sample. 

dell we can at least find out the cost of Turner Valley? 


And what good would that do* 
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Q Well that is all the Commission has to. 2200) OUR? 
A What good would it do if VOU TLOUNG 25. OG F 
G Mywitl not say it will do any good? 


A Then what is the use of Colne SUG 7 

Q But it is possible to get that history as to what it 
would cost? 

4 I said that quite definitely at the Outset, that surely 
you can determine the cost of production if you assume 
enough arbitraries, that is the answer to that. All you 
do is set up the arbitraries and you can get the answer. 
Anybody can get the answer. Send a child down there 
with a ten cents Slate end get the answer if you give 
then enough arbitrarics. 

Gq Doctor, in your review of the United States drilling 
costs, you have come to a conclusion thet seens to: be 


reasonably close to the facts? 


4 We hope they are out we only call them "approximations". 

Q Yes, but they are more than a guess? 

A They are the result of statistical sampling. 

Q The result of a wide kiowledge of the conditions exist~- 
ing in the various fields in the United States? 

A well there is some of that, we will have to grant. 

Q And you say it is not practical for this Commission to 


use the same factors in arriving at the cost of pro- 
duction to date and for the future it is more or less 
problematical becuuse you say you have to assume quite a 
few things? 

4 PevOorcmoay 2b 18 Very nice, if all you want is nice in« 
formation, yes, assume some arbitraries und then huve a cost- 


Of-production study made and then in five years from now do 
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the same thing and five years after that do the sane 
thing and then it would be kind of nice to get a 
historian to sit down and see what happened in the 
meantime. 

$eeiG not more than nice, is it not af vital interest 

to the country to find those things out? 

No. it..is: not. 

Then why the gathering of all this information by the 
United States Bureau of Conmuerce? 

To guard against contingencies in which we might have been 
faced with someone having the idea of setting a price on 
it. 

You do not think it is with the view of arriving at or 
giving the industry some information so that they can 
protect the country for their oil requirements for the 
future? | 

Ho. 

You do not think that is any concern of the American 
Government? 

I think it. is very much the definite concern of the 
American Government to see to it that we have future re- 
serves but there is no relationship between this ana that 
future reserve except one thing and that is that we have 
pointed out the price that will bring out certain quan- 
tities of oil, not the cost, please, the price, 

The price, yes, so that in the oil industry cost is de~ 
pendent upon price, is it not, Doctor’ 

lt very definitely is. 

Yes, so that when we come to valuing crude oil we must 


firet find out what we get for the product? 
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It is what you are going to get today, tomorrow, the 

next year, the following year and on to the end of the 
hive of the field. 

is it necessary to know what is going to happen in ten 
years from now, to know what we are to do today? 

It is quite. Supposing that another oil field is de- 
veloped in Alberta, which is not unreasonable to assune, 
and supposing that field is a shallow field ana not a 

deep field like this one, and supposing the out of 

pocket costs are much less and supposing it does not pay 
to put in pumping equipment down here in Turner Valley 

and supposing this new field flows, then what difference 
does the cost make. It i8 the price. 

Is that not only temporary, that it makes any difference, 
that field in Vurner Valley will some time, will go back, 
when the price permits it or when the dezand is sufficient, 
you see what I am concerned about is this, is it necessary 
to know what oil is going to bring ten years from now, is 
it not a fast that ten years from now the price which will 
be paid for oil will determine what we will do ten years 
from now? 

That is to a large extent. 

50 it is sufficient to say to calculate whether it pays us 
to drill or do anything in the oil business, on the basis 
of known facts and the prices we receive today for our 
products? 

Yes, today’s price as it is affected. 

So that we are gambling. if you call it gambling? 
Peowaenot call it gambling, it is very definitely speo= 


ulative. 
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Q Jhen we come to invest and devote a part of our funds 


towards drilling more wells to continue to keep up the 
Supply to the demand, we are not gambling, we are de- 
voting e certain portion of our funds to protecting our 
investment and not only to protect it but to continue 
operations? 

A I said that. 

Q Yes, so that the speculative part of the business is in 
the hands of the individuals or companies, that asks 
those to just do that, to speculate or to devote a part 
G1 Gieiyr Lands to thas? 

& Oh nO» iivery company that is extending its area of 


development is speculating on the future. 


7 Yes? 
& And it is nothing else. 
Q speculating on the future. jell is it not reaonable for 


that company, a given company. to go back on its exper- 
ience with its geological data and all this information, 
all the information it has, to know how much speculating 
they are doing? 

A I am not concerned at all about ti.e morals of it. I say 
that is speculation and that is what they do. 

Q So that coming back to the cost of production you do not 
believe that this Commission or a commercial concern 
should arbitrarily arrive at what in their opinion énd 
in the light of their experience and judgment is a sound 
method of determining the costs in arriving at what price 
they can stay in business, in other words, whether they are 
justified in continuing operations and selling gasoline we 
will say for 123 cents, the gasoline that they are producing 


and refining and marketing’ 
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| Ais far as the individual is concerned he must form his 


judgment as to whether he is operating within the range 
of possibilities of the return of his out of pocket 
costs and amortizing his investment in the developuent. 
He tiust do that if he is operating within reasonable 
corporate standards. 

Q Then if we have eight companies doing that on an average 
and then the sun total of all those companies, it is only 
a stiall percentage of the industry that does not make a 


profit, would that represent a sound+--- 


A In Ganada or in the United States? 
2, I mean the United States or Canada over a period of years, 
we have had statistics here that show Q proris OL 


only 1. something percent but that is informiution or statistics 
which is basod on all the investmentsmade not only by in- 
tregated companies and companies of experience but the ex- 
perience of speculators, which has nothing to do with the 
industry except perhaps to provide sorie oil stocks for them? 
A I do not know what the bases of your statistics are 
and I cannot comment on whether they are inclusive of all 
types of interest in the industry or not. With individual 
companies there is all the difference between being in the 
red and being out of the red and those that are out of 
the red and in the tlack in the last four months have 
earned very siiall dividends everywhere in the United States 
and some of them have earned nothing, and that is not enh 
but some of thei have been earning nothing for a long time. 
Q what percentage do they represent of the total gales of 
the industry? 


A I do not know. 


Q They would be, you would consider them a small peroentage? 
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A No, I would not. I would Seay that a very large propor- 
GiLON of the industry in the ssld-Continent; now you are 
talking about integrated companies and that is what I 
mean, that a very large fraction of the integgated 
Gompanies in the szid-Gontinent have not been in a profit 
position for a long time and thet aaeny of the indepén- 
dent refineries have been on the rocks in the siid- 
Continent for the last cighteen months and the only one, 
the only companies in the United States that have been 
showing a consistent profit in the last couple of years 
are companies that are fortunately located in production. 
like PLOTIZINS; Thanks, Doctor. 

Q Gash LIPSaTt: These fifteen to twenty 
year reserves, Doctor #rey, that you mentioned as being 
estimated in the States, are those developed reseives? 


Not entirely developea but they are Known ana not an- 


ee 


ticipated on some type of geological information which you 
might say, possible fields to be aeveloped; they are 
actually known developments, aot necessarily completely 
developed but in which the area is proved. 


would the building up of those reserves account for what 


D 


you describe as the very small ratio of profits or the 


losses that the companies have been sustaining? 
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Not so much the accumuletion of the reserve as the bad 
WSC Ou. bs Now where the reserve has been pulled on 
too hard, where there hss been a break-down or an 
absence of conservation legislation, the quantity of 


Ol1l which has been evsilable to the market has been 


so in excess of the Gemand. it has hed a most destructive 


effect on price depression, on price, it has depressed 
the price. 

What I was thinking of rather, Dr. Frey, was that if 
the various organizations had built up reserves for 
15 or 20 years supply, that that must have entailed 
a very large expenditurs. which otherwise would have 
presumably enpeared as a profit? 

Oh, that would assume thet they had drilled up their 
15 years supply and it vould also assume that they 
had in mind producing all of the oil which they 
required for themselves, neither of which is a fact; 
there is no large oil compeny in the United States 
that produces any considerable fraction of the oil 
that it uses; of the 22 integrated companies, the 
large integrated conpanies, there are more than that 
integrated, but the 22 large ones, I know of only two 
that produce as much as 60, of their reguirements; 
all the rest have bought and tnere are some integrated 
companies that are producing less then 15, of the oil 
that they consume end the other thing is that when 
you prove a field, if it cen be avoided you do not 
extend the development any further than necessary 


for the moment, so that we know a great desl of oil 
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is available to the drill but a great deal that has not 
boen drilled beyond the exploratory or just estimated 
development stage but es soon as an oil field is 
definitely proven and the outline and other physical 
characteristics of that field become known, we consider 
that that is proven reserves and this figure which I 
gave you of from 15 to 20 years supply is based on 

that type of calculations, 

It does not necessarily mean oil stored in the ground 
and definitely drilled? 

It means stored in the ground but not heobsharily drilled 
but definitely known, that 15 it is proven, it’ is no% 
a thought that it may be found, it is that it definitely 
is found. 

That is that by putting a well in a certain place end 4 ; 
another one a certain distance away you would estimate 
that the intermediate ground is oil-bearing, is that | 
the sort of thing? 

Well for instance, if you could have stood there in 1934, 
we knew the physical characteristics of the Hast Texas 
pool about as well as we do NoWe Vie knew where the 
edge was. “Je knew how thick the sands were and how 
they tapered out. "Ge knew the porosity all over the 
field. ‘e@ knew the permeability. we knew the effect 
of closing in and allowing pressures to accumulate. It 
was possible to calculate the amount of water-drive 

that could support the production on the basis of 

the thickness of the sand and the amount of oil in it 
and the freedom of movement in the field and the gas 


in the oil, the breaking point of the gas out of the 
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O1L, all those physical Characteristics, and it was 

just a matter of geometry, of just making a calculation. 
of what that wedge looked like when we considered how 
much oil was in each acre of it or a square foot or 
whatover measuroments you happened to decide on. Now 

we say then that that was proven and on the basis of 
that in 1934 the estimate was that there wereastwo billi-: 
barrels in the area but that was before production was 
controlled and after production was controlled they 

had to re-calculate the reserve because the slower 

rate of recovery meant a larger ultimate recovery pez 
acre and on the basis of that the figure was increased 
from two billion to four billion barrels. 

Thank you, Dr. Frey, that still meant that the money 

had to be spent to do the drilling? 

Yes, that meer that between that time and this more 
than 15,000 oil wells had buen drilled into that. 

Thore was just one other matter, Dr. Frey, that I, you 
referred in this book end I was wondering whether it 
would be better for Mr. Frawley to get it all on the 
record, that is on Pages 6 & 7, where you give the 
average costs of all groups? 

Yess, 

For 1941 on to 1934 and then for the inelusive period of 
1931 to 1944? 

| Yes. 

I notice just below that figure there are figures for ths 
average sales value at the well? 
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MAJOR LIPSHTT: And I was wondering, 

Mr. Frawley, whether it would be intoresting to have 
thst read into the record. 

MR. FRALEY: Yes, well, Dr. Frey, would 
you be good snough to, you read this morning the 
second last item, net cost including interest, at 
these various times, for all groups and then the 
next, the very next of the last item is, Average 

Sales Value at the Well, which is set right down 


opposites that in each table. 


( Go to Page 10,817 ) 
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A Would you like 1931, 1932, 1953 end 1934, for instance? 
Yes, to put down opposite each figure you gave us this 
morning a figure showing the average sales value at the 
well at each period? 

A Or do you want each of the expense items? 

Q MR. COMMISSTONER LIPS=STT: If I might just hand you the 
book, I marked with a circle what I thought mieht be 
interesting to have, Doctor Frey? 

A All right. Commissioner Lipsett would like the net cost 
including interest and the average sales value at well 
for all grouns during the years for which this survey was 
made. 

Q Mr. FRAWLEY: I suggest you perhaps repeat the net costs 
again, and then we will have each one against the other? 

A In 1931, all groups - that means all areas in which there 
Wasiproduction -, the netyoost)ineluding interest; 89.4¢5 
average sales value at well, 64.%3¢. 1932, net cost includ- 
ing interest, 80.8¢; average sales value at well, 85.8. 

The period January 1 to September: 30, 1933, net cost 
including interest of all groups 69.93 average sales value 
at the well, 57.8. October 1 to December 31, 193¢, net cost 
including interest, 77.2; average sales value at well, 99.2. 
193% combined, net cost including interest, all eBroups,7l.«7 5 
average sales value at weon;e7 60" 12954 ,°e1L groups; net 
cost including interest, 77.5; average sales value at well, 
98.4, The composite for the entire »eriod, 1931 to 1934 
inclusive, all groups, net cost including interest, 79.8; 
average sales value at Wows oo tie 

THE CHATRMAN: Doctor Frey, if you are not 


weary - would you like a rest? 
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A I would not object. 

Q Well, we will take five minutes. I want to ask a few 
questions? 

A Si) mightier 

(At this stage there was a short recess) 

Q THE CHATANAN: Doctor Frey, I will not keep you long, but 
there are just a few things T want to ask you about. 
As Commissioners, of course, we are answering questions 
which arise out of questions nut to us by His Honor in 
directing this Inquiry, and thst calls for our considera- 
tion of the vroblems of different classes of people. First 
of all we are asked questions concernine the producers, and 
as I understand you, you say that the sample is not large 
enough and we have not the historical back-ground which 
would permit of our saying, or rether, of our intelligently 
estimating the cost of production. That is,as tritely put, 
2 seas understand) your position? 

A Yes, sir. 
Tell now, if we do not know the cost of production, we 
eannot use it as a factor in coming to the next question 
which has been propounded for our answering, namely, 
what is the fair field price to that same class, the 
producer. I mean, we must, I take it, if that is unknown, 

we must eliminate it. I am not entering on a discussion 


of the field price now, but that is a fact? 


b Yes. 

Q As a process of ressoning, we come to thet? 

A Yes, sir. 

Q If the cost of production be eliminated in attempting 


an answer as to the fair field price, we must look to 
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Other sources for determinine that field price. 

Now, I understand you are to speak as to the field price? 
W ST, T ee . ™ -' 

MR. FRAWLEY: het Tstso wer. Chal Mme 


THE CHAIRMAN: At another time? 


A Yes. Mr. Frawley has asked me to Speak on the field price. 
Q so Ido not wish to enter into a discussion of it as yet- 


but am I not right in thinking that however that fair fielc 
peveo Deistermined, it must be hich Senourm TO Hermit all 
the out-of-pocket costs of the producers being vrovided, 
insofar at least as the producers who are not in intergrated 
companies are concerned? 

A Of course, sO much denends there upon the interpretation 
Of the expression “fair field ncrice". Trat is whet makes 
Hurtcitivourh tO answer yes or no to the question.” If ?you 
were under an automatic economy, you could then state that 
the price would have to be whet would pay operating costs 
and leave sufficient above it to continue or maintain 
stimulative developments. But if you are not in an automatic 
economy, what constitutes a fair price may be entirely a 
matter of the general competitive situation. 

Q Ys? 

So t22t one must either assume that the economy is self- 
contained and susceptible of isolation from sll other 
economic effects or one must assume that the production 
of this province is after all only a part of the total 
world picture, and then we deal with the relationshiy 

of this economy to other economies. 

Gy, And so, when in the end we come to offer an opinion, 
if we do, as to what is the fair price to the consumer, 


our true starting point would be, on the theory advanced 
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as I understand it, what is the Competitive price of 
crude? 

A That is essentially where you should start, that is, if 
you take the second assumption that this is not an 
independent economy? 

Q Yes? 


That it has contacts with other economies. 


rs 


Yes? 


rE © 


Than the comretition that exists betwecn those economies 
must be the importent factor in what constitutues a fair 
SBticeylO he eroducer and the consumer. 

q e would have to consider whether or not from the 
producer's stand-noint in Turner Valley, we rould have to 
consider as to whether or not that competitive price, if 
it continues, will permit of his staying in business. Or, 
yes, we have to determine if the competitive price from 
other fields permits of the producer in Turner Valley 
continuing to wroduce. If you eliminate now the great 
corporations that may produce st a loss over a period of 
years for ultimate advantage? 


A I think that is an objective, but how far we can actually 


ecoomolLishvan Objective presentation as to how much of a 
price is necessary, 15 highly problematical inasmuch as 
Meoumoay mol be able to Gdoumore: than recognize what price 
competition will nermit. 

ee ess 


Vos Lee ee ting ) at, 126, it. would aagvear thet the evidence 


thosster is stressing merketine and refining. While a 


marketer may merket for a little less or may require some-~ 


thing more within which to market, and the same may be true 
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of the refiner, yet if we can say nothing at all about 
production, and we can say nothing at all about the frir 
price for the product produced, I do not see how we can 
say anything at all about the fair price to the consumer, 
Because when you have taken Off, if: you do, Jone Gent for 
your marketing and a cent off your refining, or two or 
three if you like, the Fixing «of ‘the field jaliige Mag = Magen Bp aig be 
be followed in the field in which it is fixed, can pick that 
uUpe over nNieht? 

A That is , you think the possibility of a field price advance igs 
such as to reduce the effect of any reduction that might 
come through either refining or marketing economies. 

Q Yes? 

A Well, there are some relationships of course there, and 
those ere relatively simple calculations, which, if they 
have not already been given, Doctor Brown could give then, 
as to the effect of every 5¢ rise in the price of crude 
Oe PVOmCNe COST BAY. 4 atest ents seNOb On COSt, bub the sales 
realization of the refinery. 

Q To put it shortly, because I think probably I have not 
Publi y well" To put it ‘shortly, FE would say if it were 
established that by diverse economy, the cost of marketing, 
of which the last witness before us was speaking - could be 
reduced by a cent a gallon, and the fact remains that there 
is a relationship between the cost of crude and the cost 
of the refined product as I understand it - as one goes up 
the other goes up? 

A If you are going to get a sales realization that covers 
your cost of crude, then someone or all of the products 


must reflect the chance in the crude oil price. 
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Yes. If we can make no recommendations in short that 
have anything to do with crude vil, or if we can make 
ho such Tecommendations.....2.? 


-@ can only predict what effect the various shifts in 


merke ting will have on the price of crude oil, and what 


the competitive effects are on that crude oil. The dit riouity 


in the expression is thet word "fair because fair carries 
with it some kind of ae subjective qualification, and 
my anproach to the question is an attemnt to escape the 


subjective and actually reason on the basis of what takes 


2 


place.under a given set of economic conditions. Now then, 
Senvo whetoer the price has Deen first a Tair price, that 


PeCOmmMOL KNOW wl Uilisve prace, and iteis'a price that Wears 


a relationshin to certain other things, and probably since 
the economy is a competitive economy, probably the sequence 
of the operation of that economy might be considered fair 
if there is a reasonable return. 

Now we will say that the nrice of crude today of a given 
Stonaegrd 1s wl. os 

Hee S gis ils 


~ 


Sepinomithet. Taet tS o¢).00-) “are told that is the 


price. “se are using fair in its moral sense. ‘.e have not 


Ww 


as I understand 


any idea on the evidence &s presented by you, as 


it, as to whether or not that bears a proper relationship to 


cost, for reasons that you have given. But we «now it is 


$1.30, and we know that the reason it is »1.30 is - I hope 


I am vutting it fairly - is because those who have wide 


exnerience and who have no doubt taken into account the 


situation in com»etitive fields hove said “Thet is the price 
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which we think should be fixed in Turner Valley,” and so 

it is fixed. Out of wide experience, using their best 
judgment, they have said,,having regard, no doubt to other 
considerations of which we will in due course hear, they 
have said “A doller thirty is a proper price.” -And so 

it is. All right. Ferhaps when the evidence is all in 

we will be able to say that that judgment is a fair and 
just one, in the light of all circumstances. Proceeding 
from there; we mow 1330 is all right, we will say. “e 
then want to know the cost of refining; we want to know 

the cost of marketing; we want to know the cost or at least 
the price at which it goes to the public, and it seems to me 
to know that, having regard to these intervening steps and 
the proper costs incident thereto, that there is a true 
relationship between the $1.30 and what the consumer is 
paying on ‘the street? 

That is disregarding the fact of course that all of these 
products do notsynchronise in their movement, or rather, 
that does not take account of the fact that all of the 
products are not in close synchronisation, because the 
competitive factor may be such as to prohibit synchronised 
movement in all products prices. However, I have been 
working at this problem that you have presented ever since 
E have been here, and I have been putting it against my 
experience in the States, and I am trying to evolve 4 
philosophy concerning it. 

Which I do not ask you to give expression to now, because 
I understand you want to consider it more? 

IT want to give it much more consideretion, and especially 


to develop it as a concrete reality with definite, very 
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specific setting. 
q Yes? 
A and I feel that if I ventured an Opinion now, that I 


would not be in as good a position to elaborate and make 
the proper development anticipating how I am going to 
work back to that field price. 

Q fT am quite content that you should defer that, But would 
you venture an opinion in the meantime as to this; assune 
that a company that is an integrated company, thet is 
posting the price in this Valley, namely, the Imperial Oil 
Company. It posts a price at so much. Let us say after 
having heard all the evidence about how thet price is arrived 
at, that we are of the opinion that it is a fair one. Let us 
assume that for the moment. I may say at the moment I am 
not at all satisfied as to the evidence we have had to date 
wivn respect to how that is arrived at, so as to be sble to 
form a judgment as to whether it is fair or not, in order to 
answer the questions propounded to us. But assuming for the 
time being thet that is all right, and assuming that the 
refining costs were too high or too low as the case may be, 
and the marketing costs were all right - making any assump- 
tion you will until you get down to the consumer. All TI am 
putting un for the moment is, if we found that the consumer's 
price vas too high or too low, what is to prevent the 
integrated company thet is a large producer as well as 
refiner and marketer from saying “All right, knock off ly, 
2¢, or 3¢, anything you like on the marketing and refining 
which is what this Commission has been concerning ivself 
with, and we will get it at the other end in what we will 


pay for our crude, and nobody is to say us ney. They can 
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sell to us or sell not at all.”* What would be the answer 
to that? 

That is a very difficult question to answer at this stage 
because I feel that in order to answer that question 
adequately, I will have to carry on through the whole 
theory of marketing operations. 

You at least appreciate what I have in mind? 

Yes, sir, I know what you are thinking about. 

At this moment I am making no assumption that either 
marketing or refining costs sre too high. Not at all. 

We will hear no doubt much evidence yet on both those 
subjects. At the moment the oil companies have taken great 
pains and much trouble, which we apnreciate, to put forward 
a picture that certainly , whatever may be said of any 
other evidence to come, has much probative force. Yet surely 
you cannot take a couple of phases of an industry and stress 
that and say “Now there is the victure.™ Surely there is 
some way. We are very much concerned with crude as the 

yery starting point. If we ignore any of its phases, I 

do not see how you can meke any answer about the consumer, 
just because you have whittled off or added something on 

any intervening operation? 

ering thas 1b is Very Gitriculy.. s+ ele ws 

So you probably prefer to defer the whole thing? 

T would wish if it were vossible to defer it, because it is 
a very elaborate development taat will recuire a good many 
hours to get the logic of the thing, the sequence of 


movements and developments. As I say, Mr. Cottle and I 


have spert oonsiderable time talking about it, accumulating 


No 


figures, and we have rore figures on the way, and we hope 
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to be able to give you an answer on the mechanism and 

its operation. 

Vell, we will leave it there, Doctor? 

Thank you. 

"@ hope that the period you are away from us will be a 
pleasant one, and you will come back to us full of 
information that will be heloful? 

Thank you. ; 

THE CHAIRMAN: lir. Frawley, you suggested 
a conference tomorrow. I want to sneak to Mr. Harvie about 
thats Mr. Harvie, I ses no nossibility of your witnesses 


being finished tomorrow? 


MR. HARVIE: None, Iir. Chairman. 
THH CHAIRMAN: I was wondering if it would 


suit their convenience to go to Banff or somewhere for a 
little relaxation from this tiresome business on Friday, 

or whether tne half-day would be worth while to you, since 
they will be here till Monday anyway? 

MR. H&ARVI®: You mean, whether Saturday 
will be of eny use to us? 

TH CriaA TRMAN: No, what I was sugsesting was, 
we have tomorrow in which to hold a conference which perhaps 
we think will save us all time in the end. It would only 
leave us half e day before this week-end, and Major Lipsett 
and I were speaking about it and we wondered if it would 
suit your convenience better to go away for the half-day, 
or at least for the whole week-end, startine tomorrow, or 
whether you wuld prefer to come back for the half-day’ 
Ve will suit your wants. ‘“e are very willing to sit because 


we think we can finish our conference in the morning. 
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MR. HARVIE: Under those circumstances, 
do you propose we sit in the afternoon? 

TH! CHAIRMAN: Tomorrow afternonn, or my 
feeling was that if your people wanted to go awey for the 
long week-end, we would not insist on their remaining just 


to be here the two hours with us. 


MA. SHARVIES: Might I just have a moment? 
THE CHAIRMAN: Nos, certainty. 

MA. HARVIES Theat will be perfectly 
Sikori ent. 

TH" CHATRMAN: “hich de you prefer? 

MR. HARVIE: Adjourn till Monday. 


\At this stage the Hearing was adjourned till 10:30 a. m. 


10th July, 1939) 
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i The Province of Alberta 


IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT 
—and— 

IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


SeeruI Snore 


Commissioners: 
The Honourable MR. JUSTICE McGILLIVRAY 
(Chairman) 
—and— 


L. R. LIPSETT, ESQ. 


Session: 


CALGARY, Alberta July 10th, 1939 
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efter produced by the witness 
Miller from the State of Montana 
Equalization Board to Mr. James 
W. Johnson, dated July 7th, 1939.c.-c.ec-. TO eo. 


EXHIBIT 461 
Statement and Telegrams produced 
by the witness Miller in reference 
to the Domestic and Export price of 
gasoline in the State of Montana...... rahe pp Oe 


EXHIBIT 462 
ominion Bureau of Statistics 
Publication produced by the witness 
Miller, showing petroleum and 
natural gas production in Canada 
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EXHIBIT 463 
Volume 2-A of the British American 
Oil Company presented by the witness 
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ALFRED HERBERT MILLER, 

having been recalled, examined by iir. Harvie, said: 

itRe HARVIE; wife Chairman, earlier in 

ure i.iller's evidence it was suggested we would like to 
present additional facts in connection with places in 
.:0ontana and with your pernission I would ask iir- ijiller 

to give an outline of that and we now have our witness 

here who nade the personal investigation? 

Dealing with the importations from :ontana and also the 
total importations into Canada, we pointed out that there 
were 21 million gallons imported into Canada in 1987; 73 
million gallons in 1928 and we estimated 100 million gal- 
lons for 1959; whilst the Commission Counsel does not con- 
sider the portion entering Alberta of any great consequence, 
nevertheless, this 100 million gallons of gasoline imported 
into Canada would siean additional throughput through Canadian 
refineries of 166 million gallons of crude oil, which would 
oreate increased payrolls for the benefit of all. 
Just on that, is the percentage coming into eae approx- 
imately the same as into Alberta? 

Well it was said there was 12% cane into Albert@ and I think 
100 million gallons was approximately 1/7th of the total 
consumption in Ginada, based cn the 1988 figures. 
THE GHALInUAN: That 166 million galions is 
for what period? 
That means 166 gallons of crude oil to make that 100 million 
gallons of gasoline. 
That is for what period? 

For one year, sir. 


wake HARV: 1959? 
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THE CHAIRAAN: 1339, and that came in at 
what point? 

The 76 million gallons. 

duels, not all fron siontana? 

No sir. The 76 million gallons in 1938 came into Alberta 
of which we estinated or we have by figures rather of 

that amount 11,816,006 gallons cazie into Alberta in 1937. 
in 1938, 15, 266,517 gallons came into alberta ané we 
estimate for 1989 total importations will be approXinately 
100 million gallons and I also---~- 

wR. ienVlk: Into Canada as a whole? 

Into Canada as a whole, and we also feel if the present 
price of the :iontana suppliers is as it is totay that the 
Alberta portion of that 100 million gallons will increase 
very considerably over the portion which was shipped in.of 
the 73 million gallons which was shipped into Alberta in 
1938 in connection with the figure we gave for -_ontane in- 
Pervseaons into Alberta of 15,260,517 gallons-~-- 

iRe FRA LY: ihat is that please, 15 nmil- 
dion and what? 

15,266,517 gallons in 1958. 

where did that figure come fron, I never saw that before, 
where did that figure come frosi? 

That is the figure which we gave, ir. irawley, last week. 
I thought we had a figure of 18 million odd* 

On Chart lo. 3d. 

Mee UaRVike Ghart No. 3, Exhibit "444", 
it is on your Chart, .r- Frawley, Page lio. ¢. 


MRe HARVIE: That 15 million oda that you 
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are stating tist came into Alberta during 1938, according 
to the evidence of iir. Appleton, a part of that possibly 
went to Saskatchewan or other Provinces? 

According to what ir. Appleton says but that I think might 
further considered later on. 

wRe FRAWLEY: i know, but what I at least 
would like to be cleay about we have it from iir. Appleton, 
that these are tax paid figures, there is no use of getting 
into an argument over it now, but I would like to know 
where you got the 15 million as against lir. Appleton's 10 
million? 

15,266,517 gallons came into Alberta from iwontana in 1938. 
MRe HARVIE: Through the Customs' figures? 
That is according to the figures which I have. 

MRe FRAWLEY: Perhaps we are not looking at 
the right Chart, 15,256,517 gallons imported into Canada 
from ijontana fields, that is all right, and you have sone 
Other way of telling us what goes to Saskatchewan? 

Imported into Alberta, iir. Frawley. 

hike HARVIL: I think it is quite clear, 
and may Il see if I can give some information ou that; the 
information is thet there are 15,266,517 gallone imported 
fram Montana to Albexta in 1938; iir- Appleton’s “iures 

show that the tax paid figure, consumed in Alberta, is 
10,288,726. Now the cther is tax free products perhaps 


or shipped to some other Provinces through Alberta. 


MAJOR LIPSiTe: what was that figure, wr. 
Harvie. 
Mine HARV IE: Of ther Loinillionyoedd that 


Game into Albert@ there were 10,288,726, if I an reading my 
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own figures aright. 
MR. FRAWLEY: I have just one more question, 
where does the 15,255,517 coms from and I will be satisfiea? 

A That is the actual gasolins Shipped out of iiontana. 

Q Yes, but what is the source of your information, where did 
you get that figure, that is what I am concerned with at the 
moment so that we can check it? 

A ve checked these figures, iir. Frawley, with the actual 
Government figures, the Government records, in the State of 
montana and in connection with that I have a letter here 
that I received date* July 7th from the state of iiontana, 
the Board of Hqualization, which letter is signed by the 
Secretary, R. Ae Neil-« The reason I want to read this let- 
wer tO you is that figure of 15,266,517 gallona is only 
ga8o0line. Therefore all other products such as distillate, 
deisel fuels or any other light oil products coming into 
the Province of Alberta or into Canada from t.ontana is not 
included in that figure of 15,266,517 gallons. In this 
letter of July 7th. the State of tiontana Board of Equal- 
ization say,"“kir. James W- Johnson, c/o A» He ijtller, 
Palliser Hotel, Calgary, 

"Dear Six; 
Please be advised that 
"records in this offise show the following number 
"of gallons of gasoline exported into Canada by 
"the various refinezies operating in the State of 
Nwontana during the years of 1987 and 1908; 19367 
"11,816,000 gallons; 1938, 15,266,517 gallons mak- 
"ing a total for the two years of 27,082,526 gal~ 
Nlons. State Board of squalization, h.A-Neil, 
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THE CHAIRMAN: The book Exhibit ‘* 8eonomics 
Of Petroleum Industry,” is Txhibit "ASQ, 

MR, HARVIE: That is the one that wes filed 
by Doctor Frey. 

MR. FRAWLEY: Doctor Pogue's book, 

THE CHAIRMAN: Yes. 

Q MR. FRAWLEY: These have not been converted into Imperial 
gallons. These are pretty obviously wine gallons? 

A I imagine so, Mr. Frawley. 

Teeworks “out to 12,750,000 gallons roughly? 

A I have not asked that question of them, but I assume they 
are wine gallons, and we will confirm that. ‘e also 
submitted prices showing importations from the State of 
Montana into the Frovince of Alberta were being dumped 
into Alberta at lower prices than the domestic prices 
prevailing in the State of Montana. I would now like to 
submit a wire that I sent to Mir. James i/. Johnson, British 
American Oil Producing Comnany, at Shelby, Montana, under 
date of July 6th. It reads as follows: 

"Please secure official price lists, refineries and 
“oompanies Montana in tank car, tank wagon and 
"jobbers prices, any method of delivery covering 
“Suneeothy wun and) Vthyerdr uneapnle to\secure ortricial 
"nrice lists, obtain what confirmations you can. 
"Signed, 
DON Athi’. ONL dk Se! 
Mr, Johnson replied on July 6th, a wire to A. H. Miller, 


B. A, Oil Company, Calgary: 
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"Regular grede tank wagon prices quoted around 

“Montena averaged between 19 and 204¢ including 

"6g tax, although a few place higher and sone 

"lower. Third grade general about 1l¢g under 

‘regular grade and it is noted thst most service 

"stetion dealers receive 4 to 44¢ retail profit 

"above tank wegon price on reguler and % to oe 

“on third grade. Jobbers tank car prices vary 

“somewhere between 25 and 2! under tank wagon 

“prices, and competitive prices quoted there 

WLS 30 suo bh thing as established refinery prices 

"in Montana or established retail or tank wegon prices 

‘there Prices depend on local situation mostly. 

"Cannot secure any official price list from any 

"companies as there are no such lists given out 

"by any comneny, but these figures are substantially 

“oouredt.|" 
Now, I wish to submit with thysse two wires - I might say 
that I made a statement here that exvlains the difference 
in ovrioes which is as follows. I say domestic and export 
price Of gasoline in the State of Montana. A comparison 
of prices obtained in Montana shows that while local 
refinerits Gre obtaining a price of from 10.5 to 11.5 
per wine gallon for standaru grade leaded gasoline to local 
jobbers, they are willing to export the ercde product into 
Canada at a price ranging from 7 to 8¢ per wine gallon. 
A difference of 34 to 43¢ per wine gallon. Similarly 
local jobbers have to pay from 8%¢ to 94¢ per wine gallon 
for white gasoline as against a price of from 5#¢ to 6¢ 


per gallon when the same product is sold for export 
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A.H, Miller 


to Canada, a difference of 3% to 4¢ per wine gallon. 
MR. HARVIE: Have you got those 
Exhibits there? 
I think if you go ahead and read down the statement? 

4 It might be better to follow if they had it. 
MR. HARVIE: i have only one copy. 
THE CHAIRMAN: Are you putting those in 
as an 2xhibit? 
MR. HARVIE: Yes, Mr. Chairman, there 
are 4 sheets. 


(DOCUMENT IN QUESTION NOW 
MARKED EXHIBIT 461") 


THE CHATRMAN: Have you copies of that last letter? 


& 


A MO ssf, (hau ls the Ori einai. (We Avdinot 
make cOpies. Now, if you turn over there to gasoline prices, 
Domestic, State of Montana, you will note the tank wagon in 
the State of Montana according to that wire and according 
to the information we have already submitted, the standard 
grade "Q* Brand, wine gallons ranged from 13¢ minimum to 
143¢ maximum, and if you compere that to Imperial gallons, 
it is 16%¢ 10 18.12¢. That is giving the low and the 
maximum according to quotations being made in Montana. 
BietveLie vusy Sth. -hite gasoline, wine gallons, le te 13.5, 
and compare that to Imperial, it is 15 to 16.87. Jobbers 
prices based on 24 off the tank wagon or 3¢ maximum, standard 
gerade "Q'' Brand, wine gallons, 10% to 1l*¢. Imperial gallons 
13.12 to 14.87. White sasoline, wine gallons, 9.5 to 10.5. 
The jobbers prices we gave the other day. Convert that to 
Imperial, 11.87 to 13.12. These prices are exclusive of 


State taxes of 6¢ per wine gallon, end also sales tax 
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and duty. 
Q MR. FRAWLEY: That should be State and Federal tax, I think, 


ire Miller. 637 2n vei: 


A A maximum of 6¢ all taxes. 
Q Yes, part Federal and part State? 
& Now when we compare that first tank wagon vrice there 


of standard grade ‘*(%' Brand gasoline, the lowest price 
is 16%¢, and our lowest price today in Calgary is 154¢ 
per cation. In other words, our prices for "G” srand 
Basoline of @ superior specification to the "€* Brand 
gasoline as sold in Montane, is, the tenk wagon price in 
Calgary is #¢ per gallon below the lowest price quoted in 
the State of Montana, which I think further adds to the 
confirmation where ve gave you last week that for the 
three years the prices in Alberta have been lower than the 
tank wagon prices in Montana. I say our tank wagon prices 
are lower than the tank wagon prices in Montana. 

Q MR. FLOTKINS: The 164¢ or the 153¢ tank wagon, includes 
8% sales tax, doesn't it? 


A Theat LS Tight. 


So that must be deducted to arrive at a comparison? 


& 


A Yes, you could, At the same time, the fact remains, 
that leave the sales tax out of the question and the 
tank wagon price in Calgary today is £¢ per gallon below 
the lowest tank wagon vrice in the State of Montana, and 
as you know, the “qy' Brand in the State of Montana does 
not have the same relationship in regard to quality, octane 
and so forth, as the product being sold in Alberta. 


Q MR. FRAWLTY: Would you deal with the pooled freight rates 


that I brougtt un the other day? 
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Mens thle 

You cannot deal with that? 

I don't know a thing about it, Mr. Frawley. 

That throws the whole thing out if there is anything in it? 
I do not think so. This is the tank wagon prices in Montana, 
If the tank wagon prices are based on pooling the freight 
fromthe refinery, and in Alberta is is not, then there is 

no comparison? 

I would say it makes it worse if they are pooling their 
freight in the State of Montena. They are able to operate 
more cheaply than we are in the Province of alberta. 

I am only concerned with getting pefore the Commission 

@ll the facts so thet a comparison can be made. TI am not 
suggesting at the moment that our prices are not better 

than Montana. But I say let us get all of the factors in 
LGW hE) Giikingos (God0 qb O60 

I want to impress that upon you, lr. Frawley, and the 
Commission because I have judged that the main point as 

far as you are concerned,is that: the prices in Alberta are too 
high, and when you consider our cost of operation in 

the Province of Alberta compared with the State of 
Montana, and then find that we are selling gasoline, of 
equivalent measure, at 2¢ a ecllon less than their lowest 
prices, I cannot see that our prices are too high. 

I do not want to set discussing it now. Boueboey OU 


taking the average price in Montana, then why not teke 


the average price in alberta. ‘hy compare the lowest 


Calgary tenk wagon of 16% and compare that with the pool 


prices down there? 
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of 16+ to 18.12 ef refinery base orices in Montana. 
Are these the refinery base prices? I suecest to you 


our information is there are no refinery base prices 


in Montana? 


(Go to Page 10,238) 
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These are the tank wagon prices being quoted in the 

State of Montena ranging as low as 16% cents and as 

high as 18.12 cents. 

But they are delivered prices I sm told by Mr. Gottle 
who was down there personally checking it over? 

MR. HARVIE: Let Mr. Cottle say. 

Mr. Miller says he does not know. 

MR. FRAWLEY: That is fine, that is perhaps 
why I should let Mr. Miller finish up but it seems to me 
we should call attention to these things as we go along. 
If your corparisons are exact, of course the Gommission 
wants them but I guess I will have to bring somebody up 
from Montana. 

KR. PLOTKINS: These ranges of from 16+ cents 
to 18.12 cents are at the refinery points? 

That is the varietion in the State of Nontana. 

I know, but is that at the refinery point? 

Not necessarily. 

Lt. PRAWVEY: Oh, delivered prices? 

VWOll, thet is the delivered price at Uglgary 17s cents. 
"here is the delivery price? 

Our prices are deliverec right into the service station. 
Take Calgary and Red Deer and Frovost end compare them? 
As I said the other day, Mr. Frawley, in this Province 

of Alberta, when you come to boost or compare rather 

the outside prices and compare tho inside prices, that is 
the Calgary price, the only thing that is added to the 
Calgary price is the freight we pay the railway, which 


freight is higher in estern Canada by far than any 
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other freight in Eastern Canada or freight for the same 
products. 

q This is rather a disorganized cross-examination and I 
will stop. 

I do not think so, Mr. Fravley. 
I am accusing myself, Mr. Miller of a rather disorganized 
Gross-examination, so I will let rep erie One 

& The Province of dlberta, as you know, must ship to a 
ereoater distance than any shipper in the State of Montana 
within the State bounds of that, within the bounds of 
that State rather, therefore, our distances are greater 
and the further we go the more it must cost the consumer 
when the freight is added unless the froight rates are 
reduced we have to add that freight. 

G MAJOR LIPSETT: In Montana, Mr. Miller, is 
the difference between 16% and the 18.12, does that 
represent freight? 

A I imagine it does, Mr. vommissioner. I think that is 
the difference in the price because their distanoes are 
shorter and I would sey that that price possibly would 
be, may be even in the State of Montana 16% and as you 
get further out there it would range up to 18.12. 

Mr. FRALEY: Now let us be clear -- 
MAJOR LEPSETT: “oulc that indicate, 
subject to what Mr. Frawley is just going to ask you, 
would that indicate that the refinery price in Montana 
at the refinery is 164 cents as against 153 in Calgary? 

4 No, sir, that is the tank wagon price in the State of 
Montana; it is not the refinery price; the jobbers 


buy in the <tate of Montana from 2% to 3 cents bolow 
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that tenk wegon price: they have no such thing as a 
refinery door price, a jobber's price, or anything 

of that kind. They only have a tamk car price and a 
tank wagon price, 

t really meent that but what I was trying to put to you, 
Mr. Miller, was this, does 16+ cents represent in 
Montena the tank wagon price, whero there is no railway 
freights, similar to the 15s cents in veélgary where 
there is no freight? 

I think so, sir, and that is the reason of that rangs 
from 164 to 18.12. "ell, Mr. Frawley, they cannot 
have a refinery any other potnte.....- 

MR. FRALEY: Iwas just talking to 

Mr. Cottle, I was not trying to interrupt you. 

THE CHAIRMAN: het is your comparable 
point with Calgary, you have a refinery at Galgary, 
what is the comparable point in Montana? 

Well, ZL would say you could take Kevin, teke Great Falls, 
maybs. take Butte. 

MR. HARVIE: Sunburst? 

Take Helena and I think you will:find, sir, that these 
prices which I mentioned ther. are in effect. 

THE CHAIRMAN: They are refinery potnts? 
They are refinery points, yes. 

Snd you say when you stsckeq them up for Calgary 
against Q@-brand, that they are of a higher price than 
we can get, that is they pool thetr freight, then 

that just shows a greater difference? 


Yes, 1O ---—— 
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In favor of what the refinery in Alberta is doing? 
Thats right) sir. 

MR. HARVIE: You just stated there 

was a differential in quelity too, so far as the Octane 
rating is concerned, can you give us any figures on 
that? 

~@ll without going into the distillation range, because 

I have not the distillation ranse figure in front of me 
but speaking of Montana it, I think, adds more to the 
price of gasoline, that is from comparing one grade with 
another because it determines the amount of lead which 

is in there, that q-brand gasoline in the otate of 
Montans is 68 to 70 Gctane; the Q@-brand gasoline 
which we are selling in Calgary, known as our Nevr-ilox 
gasoline, is 73 Octane. 

THE CHS IRMAN: Nevir-Nox? 

Nevr-Nox, sir, Nevr-Nox is known as our Q@=brand which is 
a trade name, a technical name in the frovinoe of Alberta 
or in Canada. 

MAJOR LIPSETT: “hen you mentioned the Montana 
refined gasoline, does that include sudh gasoline as the 
Texas Company brings in here? 

Yes. 

That 66 to 70 Octane? 

Yes, that will cover, it covers the standard brand or 
G@-brend of gasoline of any Company refining in the 

Stato of Montana. 

THE GCHALRMAN: uhere do you get the letter 


WO" from? 
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Oh, it ts really a company, really a name that has been 
more or less adopted by Certain oil companies to designate 
one such as Nevr-Nox grade as egainst an ithyl grade. 

MR. HARVIE: It is the so-called Standard 
Brand? 

Yes, the Standard Brend. 

MR. HARVIE: And that is the usual term. 
the Imperial uses the same term and other companies. 

THE CHAT RAMAN: Now what would the standard 
Brand be with respect to the Imperial, Three Star or 
“hat? 

Three Star, sir. 

MAJOR LIPSSTT: 4nd what is the cGompareble 
product of the Texas vUorporation, what do they call it, 
Mr. Miller? 

“ell they used to cell their gasoline Texaco, that is 
their Standard Brand and their Ethyl brand was "Texaco 
Ethyl". Today their Ethyl brend is known as Sky Chief. 
Mr. Frawley, 2 have; 2 would iike to, if 40 ts in order, 
we go pretty well by the Dominion Bureau of Statistics 
figures in Canada covering the total sales of all Companies 
of the industry by-products and our Dominion Sureau of 
Statistics figures cover the Province of Alberta for 19358 
by months, showing the total gasoline sold as 73,725,000 
gallons for the year 1938 and I was wondering if they 
sometimes get confused between what is exported maybe 
from the Frovince. 

MR. FRALEY: If who gets confused? 

I was wondering how they got these figures. Do they get 


these from your rrovince? 
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He. Miller 
You mean Bxhibit "466" which Mr. Appleton put in? 
No, I am referring to the Dominion Bureau of Statistics 
figures which are available to anybody at Ottawa. 
Oh, as to how they get them? 
Yes. 
I cannot say. I.uo think they get some information from 
our tax people because that is very definitely an incorrect 
figure? 
Well the Dominion Bureau of Statistics figures for 1938 
show 73,725,000 gallons of gasoline sold in the Province 
of Alberta. 
Mn. HARVIE: As against Mr. Appleton's 
figure of 78,952,230 gallons. 
MR. FRAWLEY: Mr. Appleton says they certainly 
get those figures from us and if they are talking about the 
Same kind of products and they are not excluding these 
heavy fuels which are not taxable in other provinces, end 
if they are not short a month, why then there will have to 
be some further explanatione 
Well that is what they are. 
They are what? 


Those are the figures and here they are. 

(Produced to Mr. Frawley) 

MR. HARVIE: That might be put in as an 
Exhibit and it would be available then to be looked at. 
MR. FRAWLEY: It includes Diesel oil to 
March 31, 1938, that is the first thing that has to be 
taken into account in the Alberta figure, but it does not 
include it after the lst of March. It does not include 


it for 9 months. 
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MR. HARVIE: Do you wish to file that 


as an Exhibit, Mr. Miller? 


vs) Well, if Mr. Frawley wishes. 
THE CHAT RMS BN: are yourpilling. thet? 
MR. HARVIE: Yes, we may as well put it 


on the record now that it has boen referred to. 


(DOMINION BUREAU OF STaTISTICS 
PUBLICATION PRODUCED 4LND 
MARKED AS EXHIBIT "462".) 


THE CHAIRMAN: vLhat is 1t? 
a The Dominion Government Bureau of Statistics, 
THE CHAIRMAN: For what year is that? 
MR. FRAWLEY: Davi ierdes Convo shy LO, yOusenLt 


is a monthly publication, Petroleum and WNatrual Gas 
Production in Canada. March 1939 and Gésoline Sales in 
Canada, February 1939. that is the title of this monthly 
report and on Page 6 of the report there appears the 
figure of 73,725,000 gallons under tho heading of dlberta 
and there is a lettex "B". which letter "B" explains that 
the figure includes Diesel oils to March dlst, 1938 and 
presumably not for the following 9 months and that might 
make the difference. Also attached to this is a 
monthly publicetion of the same Bureau, the Petroleum 
Products Industry in Canada for 1937. 
WITNESS: It would include the Diesel 
fuels for those “hree months and would make the gasoline 
Sales less. 

Q MR. FRA’ LEY: You are Comparing it against 
Mr. Appleton's figure and Mr. Appleton's figure plainly 


includes everything. Mr. Appleton's figure of 
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78 ,952,230.25 gallons is everything that is taxable in 
this Province, only excluding the non-taxable to the 
Dominion Government and so on, 

MR. HARVIE: It excludes for record 
purposes the sales to the Dominion Government, the 
Sales of varsol , seles of coal oil and sales of 
heavy fuel oii, 

MR. FRALEY: Heavy fuel oil, heavy 
burning oil, for locomotives, that is right. 

WITNESS: »€ have with us Mr. Dempsey 
who made the survey and secured the various quotations 
in the State of Montana for us and I would like to 
Call him. 

G MR. FRAWLEY: Mr. liiller, before you go, 
I would like to see if I can be a little clearer about 
these Montana prices and I will take the Gity of Great 
Falls, do you say that the tank wegon price at, no, you 
see, what is this, 162 Imperiel Gallon, Mr. Miller, 
for tank wagon on Standari gasoline. State of Montana? 

’ 162 cents. 

Q EO UO 6 Laut, 

A Is the converted Wine Gallon price in the State of 
Montana on Imperial figures and is the lowest price 
quoted today on standard brand gasoline in the State 
of Montana, tank wagon. 

Q And that is the information which arises from Mr. Johnston's 
telegram to you of the 6th of July? 

Correct. 


@ PMUGE Pao P ely Now, Mr. Johnston does not say what places he 
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went to to get those prices, he says "around Montena", 
that is as specific as he is? 
Phat is right. 
q From the telegram, he says they averege botween 194, 
which includes 6 cents tax and that is where you got --~ 
a 19% and 204. 
And that ts where you got the 13 to 144? 
MAJOR LIPSET?: ip tsenct Jeanie teats 
MR. FRAWLEY: He says between 19 and 204, 
where have you got that information to put into you 
statement or your tabulation, that 13 to 15.5 per 
gallon? 
ds 4s I say at the bottom of this statement, these prices 


are exclusive of States taxes at 6 cents for Wine Galion 


and also Sales Tax and Duties; in other words the 
6 cents --- 
Q MR. FRAWLEY: That is abviously where ynu 


got it, that is where your 13 and 14% come from? 

A That is right. 

Nuw you do not know where those prices are, you say these 
are posted tank wagon prices in @ number of Montana towns? 
Those are the average prices over the State of Montana. 
Well but what we call tho posted tank wagon prices are 
Calgary 16%, Edmonton 19% or whavever it is, that is 

wheat it is, is it not, Edmonton is 19? 

A I imjgine so, Mr. Frawley. I tried to get an official 
price list but as you notice Mr. Johnston says there are 
POsOLLiGhea i privet usa pu tie OU te Simply a posted tank 
wagoNe 


Q I agree with you, so it is obviars then, if we have a 
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price, it is obvious then that these prices inelude 
freight from wherever the goods came from, 

a These are the average prices. I would say in Montena;: 
they run from 13 to 14, cents, a wine gallons 

Q Yes, and we Gan very properly call them average delivery 
prices? 

4 I think so. 
Then they ineludo freight of 3ourse. Now, then, the 
price at Great Falls, I put it tn you, under the system 
of delivery prices in Montana includes freight although 
there is a refinery in Montana, I mean although there 
is a refinery in Great Falls, the Home Company has a 
refinery in Great Falls and let us suppose that 13 nr 
let us say 14 is the Great Fells price. perhaps 
Mr. Johnston took Great Falls, supposing 14 was the 
Great Falls price, that would include freight and this 
is why, Mr. Miller? 

4 What would be the difference. 
Well --- 

S Our price is 15¢ f.o.be Calgary and a11 we have is the 


freight from the refinery of three cents across +0. our. 


bulk plant. 

Q It does not include any freight and as I say I want to 
see if I can eseapa, if ena going to Muntana to 
bring somebody here, a marketing man, who will explain 
this delivered price, delivery price structure which 
prevails in Montana? 

4 Well, Mr. Frawley, I have given you all the information 
I can and the source of that information. 


q Yes? 
And no doubt the authorities in the State of Montana will 
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be very glad to confirm this for youe 

THE CHAIRMAN: To be Clear on that, we will 
take Great Falls, Montana. 

Yes. 

4nd I do not care how the gasoline got there but what I 
want to know is, what is the tank wagon price of the 
@-brand gasoline in Great Falls, Montana? 

It is 13 to 14% cents. 

MR. FRAWLEY: No, there must be a price 

for Great Falls. If we had the National Petroleum News 
we could tell, this is the National Petroleum News for 
May lOth, 1939, and that may be, let us take that one 

and we will give it to you in a second, here it is, sir, 
and this is all the information contained at Page 46 of 
Exhibit "273", the National Petroleum News =- 

THE CHAIRMAN: Page 46? 

MR. FRAWLEY: Page 46 of Exhibit "273" which 
is the No. p» Ne. of the 1lOth of May of this year, 1939. 

Now we find at Great Falls, Montana, that the dealer price 
for Conoco Brand, these are postings by the Continental 
Oil Company and that is described as regular grade so 
perhaps we need not bother with the trade name or anything 
like that, the regular grade is 12 cents ana Billings is 
la cents and Butte, in other words it is exactly the 
same, although those two points are a considerable 


distance apart. 


THE CHAIRMAN: Greet Falls is 12 cents? 
MRe FRA VLEY: Great Falls is 12 cents. 
THE CHAIRMAN: That is the United States 


gallon? 
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MR. FRSA' LEY: Yes, and Billings, Montana, 
is *l2°cente. I think it is of importamce to note that. 
THE CHAIRMAN: And putting that into 


Imperial Gallons? 


MR, GOTTLE: 14.4, 

MR. FRS'LEY: 14.4, Mre Chairman. 
WITNESS: fo, just a minkte == 

MRe FRAVLEY: Yes, 14.4 and the gasoline 


tax is 6 Gents, which makes the price, the tank price 
14.4 plus 6 or 2064, no, it is 21.6 is the dealer 

price at those two points in Imperial Gellons. pad 1 
say the dealer price, I meant the pump price, the 
retail consuming pump price. 

THE VHATRMAN: One is tank wagon and the 
next is pump, are they the same? 

WITNESS: No, sir, I was just talking 
of tank wagon price. 

MR. FRAWLEY: I am quite Confused when I 
am talking of pump price, so just strike that out. 

THE CHAIRMAN: I want to get the comparison, 
Great Falis, Montana as against Calgary, Alberta. 

MR. FRAWLEY: I am quite Gonfused when I 
say "pump" price. Now 14-4 cents, we simply add the 


Toxes "ot “Yen's 


THE CHAIRMAN: Now wait a minute. 
MAJOR LIPSsTT: why 7.2? 
THE CHAIRMAN: This is Great Falls. low 


we are talking about the Q-brand, let us go slowly and 


get the facts. 
MR. FRALEY: Vell starting at the beginning, 
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Bir, it is l2 cents pér U. S. Gallon is the tank wagon 
price in the City of Great Falls, Montana. Now let us 
add the tax first, Mr. Chairman, and I think that is the 
best thing. 

WITNESS $ Not necessarily, Mr. Frawley, 
because it is shown here, my statement is less tax, 

less sales tax and less duty. It is the Vine Gallon 

or the Imperial Gallon in Montana. | 

TH CHATRMaN: All right, but when you reach 
Imperial Galloms let us have it without any, tax. 

WRe FRAWLEY: Then, Mr, Chairman, I have 
these figures for you. You can tax. the tank wagon 
WAUAOUM veEMVeni Lt LS 24.4 in Imperial Gallons. 

TH! CHAIRMAN: All right, now, just a minute, 
that is the tank wagon 14.4? 

MR. FRAV LEY: 14.4 tank wagon. Men Lt you 
want it with tax we will add, with tax I will tell you 
what the calculation is, we simply add 6 to the 12, that 


is 18 and converting that to the Imperial Gallons and it 


is 21.6. 
THY CHAIRMAN: Now with tax, it is 21s6. 
MR. FRAWLEY: That is the tank wagon price, 


the price which the retailer pays in Great Falls. 

THS CHATRMAN: That is the retailer price. 
Now all right, we come to Calgary. for @-brand, and 
that is right, is it, retail price tank wagon lots? 
MRe FRAWLEY: Yes. 

THE CHAIRMAN: 14.4 without and 21.6 with 


tax at Great Falls, Montana. Now let us have Calgary. 
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MR. FRAWLEY: We can go at once t9 Calgary, 
16% less 1, that is 15s, that is the undivided dealer's 
price and then he pays a tax to the Supplier of 7 cents 
or 22% cents he pays before he adds his spread onto 


charge to the consumer. 


THE CHATRMAN: Now keep your comparisons 
clear. 

MR. FRAWLEY: YeS~ 

THE CHATRMaN: 48 I understand you, the 


tank wagon price in Montana without tax for Imperial 
Gallon, Q-Brand, is 14.4? 

MR. FRAWLEY: Yes. 

THe CHATRMAN: And with tax 21.6. Tank 
wagon in Calgary for the same product in Imperial 
Gallons is 1535 and with tax 22.57 

MR. FRALEY: 22.5, that is correct, sir. 
Now then the first thing I want to call your attention 
to, Mr. Chairman, is that the tex there is .2 or 2/l0ths 
of a cent greater than ours. Now the next thing that 

I have been discussing with Mr. Miller is that the 

price in Great Falls is a delivered price. As you say, 
you were not concerned with that but I want to make a 
point, that the price in Great Palls is the price which 
includes some freight, whereas the price in Calgary 
excludes any freight; in other words there is one 
refinery in the Province of Alberta, one refinery point 
and in Montana there are several. 

MRe HARVIE: And Great Falls is ono. 

MR. FRAVLSY: Great Falls is one and Sunburst- 


made gasoline comes in there, Cutbank-made gasoline goes 


ay : : oF : os 

Pihiseveb: sesrtnie eit et TR satel oe 
Trl 

Stine. rs he aid Of: cae me at od a 


- ; : es ite. 
Veen ne beercp sii ehh sd saeted eyed od atiaae” 


g®© 8 


: _sanuanon’ adit oF anh 


Ga De Sica raycos: TOoY cot 


aay . wou hentayenieeyT ea ‘s 
: : % mies . ag a ai 

7 Me Pome a) eR waned _sdgtoo ae tori “aogent BBE? 
BBs bE. oh: Banatepe Laattin® 7M 


a, a rer ice 


fdidomobiah st abou eae ema tom (pitt ‘ait aoa 
chute ee deew Basa at: at Deal 
fin toy eag ef tact. 6s. YORI ARTE fa! we 
binoet wo {veo oo eee 7 ee ae odh nade pon 
Betis o 4 . finest seth boo Fam BE ‘dates * ow “gee 
, | sails wot Sete aaa ‘edOOTS | taen 
" dat dadhin th wetter tae atae wikéegoars aged eek 
| Bae: HOV tas «Bet IgE sreviteh 2-ee metal 1 Keniiiat 90 3¢ by 
B See oe-auew Ti ded Gee harreortos i: ae 
7: Mietew ‘sera sit sh ole teed Ee. ealtg eit 


"reyien alientty. ont needy | sgh 


» 
— 
& 


| ae BL 


aqadtis hom sense BS 


Geidq yaeat'tey soo: coredin aes 


0-2 : 
15 ~ 10,852 « 


A. H. Miller 


in there and therefore you have no refinery base 
starting point in Montana like you have in Célgary 

and that is all I wanted to make clear. 

MR. HARVIE: Sunburst comes into Calgary. 
MR. FRAWLEY: And that is the only reason 
why we say that tho prices are not strictly and 
exactly comparable, the two structures are built up 
on different bases and that is all and it may work 

out we are paying less for our gisoline down there and 
Iam not going into that point right nov but all I am 
saying is that our starting points are not exactly the 


same, 


( Go to Page 10,853 } 
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A. H. Miller. ee 
Mr. Frawley, what date is that National Petroleum News? 
10th May, 1939. 

and this is July 10th? 

July lOth. I would not be using it if I had a more recent 
one. 

I think you will find the prices have increased, making 
that price 1 cent higher than is shown in the National 
Petroleum News of May 10th. 

We will get the last one. We won't stop’ there. 

MR. HARVIE: Ye have sent out to get one. 
MR.’ FRAWLEY: This 14.4 you gave us from the 


May journal is comparable with the figurew of 16.5 and 15.5, 


I take it. I have 16% to 18.2, I got that from you, didn't I? 


The 164 and the 18.12, that is what If. Miller says is the 
average tank wagson price around Montana, to keep to Mr. 
Johnson's language? 

tn Imperial gallons? 

In Imperial gallons, that is to-day. AS against a figure 
that I gave you of 14.4 on the 4th of May, we will t ake 
that, and we will check that as to whether it is up to 

date - at Great Falls, not sround Montana but at Great Falls. 
As Mr. Cottle puts it to me to make a comparison exact 

you have got to deduct that average freight. That is all 

we will have to deduct from the Nontana prices because in 
Calgery the 16% is the starting point, or 15% to the 
undivided dealer is the starting point. It is just the 
same as if we took Brooks and Red Deer and Bassano and 
Cochrane and a few points and made a trangle of it and then 


found the average price there. Because we find there is 
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@ modicum of freight in these posted prices and I say 

there is a modicum of freight in each of these }fontana 
prices and the freight must be deducted? 

I said there was, hr. Frawley. I said the lowest price 

in the State of Montana was 164 cents per Imperial gallon 
and the highest price was 18.12 cents Der Seal on, 

fet us take your lowest, cond taking your figures as 
absolutely accurate and exact, and I would not say any thing 
to the contrary, but this 16%, the lowest, that still 
inclides some freight, and the Calgary 154 ineludes not a 
bit? 

That is not right, because whilst you say that the Calgary 
15g cent price does not include any freight it does inelude 
freight from the refinery to the buyer or to the distributor 
rather, which is ourselves or other companies, averaging 
3/10 cents per gallon switching charge in Calgary, which 

is freight. In other words, our prise is 153 eents in 


Calgary by tank waggon into the station there and a rate of 


3/10 of a cent per gallun from the refinery to the 


marketing branch. I imagine it is the same down there. 

In other words, the Calgary tank waggon priee is delivered 
into his retail tanks? 

The tank waggon price is exactly that anywhere on the 
American continent, delivered in the tank of the dealer. 

Oh, yes, but in Zdmonton it is also the delivered price 
poorstilt the difference is just exactly theys?rreient to 

move it into the warehouse in Edmonton in tank ear quantities 
and costs 3.2 cents, or something of that sort. You find 

the Edmonton price by simply adding 3.2 cents to the Calgary 


tank waggon price? 
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That is right, Sir, over which we have no control. 

That is true, but I am just striving, as I know yourarc, 
to get. before the Commission the prices, two sets of 
figures as exact as we can, so that they can make a comparison? 
Cnet isha 71] Whang wrying to’ do.’ “Ih other words, I want to 
make this stetement in connection with these prices compared 
to the Calgary prices. In the first place there is a 

greater volume of business in the Otate of Montana than there 
is in the Province of Alberta. And, as you will note later 
On in the evidence, there is a cost possibly in erecting a 
refinery in’Calgary as against erecting one in the State of 
Montana of maybe 40% higher in Canada than it is there. 
Pay-rolls and other requirements are comparatively higher 

in Calgary than they are in the State of Montana and 
notwithstanding all that our »nrice in Calgary, that is the 
tank waggon price in Calgary, is three-quarters of a cent 
lower than the lowest price for standard brand gasoline 

in the Stete of Montana. 

MR. COIMISSICNER LIPSETT: Is that borne out by this figure 
Boecceauwe bis? 

Yes, Sir. Mr. Frawley quotes you there from the National 
Petroleum News of May 12th. at Grect Falls, to my knowledz¢, 
as at July 7th the only difference is 1 cent and it makes 

the price at that time 12 cents. 

If you add 1 cent to the Great Falls price, is that up to 


15.4? 


Instead of 162? 

No, if your price is 1 cent higher there the conversion 

Will bring it ‘Up to 162, “I think. 

MR. HARVIE: 15.6. I think we are just wasting 


2 


ao 
ad 


ah 


“gees 


Sets 
“14 


‘ 
Ad 
e 
? 
rags 


a te ee 


oO F- © F 


fo WMigaen, -10, 856- 


time trying to compare these prices. ‘ie will get UD-to-date 
prices and then we will know the comparative figures. 

MR. PLOTE INS: There is another thing that the 
Commission should not lose Sight of in these two figures 
The comparisons are not accurate. The one, the Calgary 
figure, includes 8/10 of 1 cent Federal tax and the Montana 
figure does not include that tax. The 6 cent tax there is 
5 cents State plus 1 cent Federal tax, 

MR. FRa LEY: it is 6 cents altogether? 

MR. PLOTKINS: If it is 6 cents in Montana that 
includes 1 cent and the 8/10 Cents Federal tax in Canada 
should be deducted. 

It is all reckoned up and outs the Calgary still ‘lower. 
Yes, if the 8/10 cents sales tax is deducted? 

Instead of 153 it would be 8/10 cents lower then that. 

Yes. 

I would like to have that National Petroleum News for a 
minute. Now, you see, ir. Frawley, in the National 
Petroleum News which you referred to there, May loth, the 
price in Great Falls at that date showed 12 cents per gailon. 
The price at Helena showed 13 cents per pei lon: 

The price at Billings shows 12 cents a gallon and tha price 
at Butte 13% cents? 

The >rice at Butte, Montana, 133 cenis. So that they very. 
Sure. 

They are not all the same. 

MR. COMMISSIONER LIPSETT: Is that 133 cents for Butte? 

MR. FRAWLEY: 13% cents for Butte. 

At May 10th. It does not make any difference about freight 
or any other item of charge except that we have an added 


cost in Canada inasmuch as in the first place we have a 
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sales tax there to contena with, which igs not shown in 
their price. Their price is based ut Calgary and the only 
difference that the consumer pays in the Province of Alberta 
is the freight charged to us by the railway sompanies to 
move those products to destination. 

VR. COMMISSIONER LIpsnr?: 1 think the point Mr. Frawley 
was putting to you, Mr. iiller, was this, that if you take 
Grest Falls you presumably would deliver there to the dealer 
in his tank waggon in any event, even the Great Falls 
Refinery? 

Yes, Sir. 

Now, I think the point Mr. Frawley was putting to you was 
tht in the Great Falls price in ad@ition to that delivery, 
which corresponds with delivery in Calgary, that in the 
Great Falls price it alSo includes a proportion of all 
railway freights in the Province? 

dell, I certainly would like to get clear on that because 


that is not my understanding. 


MR. FRA‘YLEY: I cannot go any further. I 
put it to you es a suggestion. Mir. Cottle went down 


there and made an examination. “le are going to go into it 
very fully, but I thought we might reduce the differences 
between us to just the minimum. ‘We have, perhaps, done 
that. ‘Te cannot prove everything tiis morning. We will 
leave it just there. 

THE CHAIRMAN: Do you want snother witness? 
MR. HaRVIE: I think Mr. Dempsey might be 


called at the moment. 
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F. C. Dempsey. 


FRaNCIS ORsIG DEMPSEY, having been duly 
Sworn, examined by iir. Harvie, testified as follows: 
You are employed by the British American Oil Company? 
MERE 
What office do you hold with that company? 
Asphalt engineer. 
For what territory? 
For Manitoba, Saskatchewan, alberta and British Columhia. 
Just what qualifications have you? 
“ell, I have the degree of Bachelor of Seienece in Givil 
Engineering from the University of Manitoba, May, 1930. 
How long have you been with this company? 
Since January 21, 1937. 
and prior to that where were you employed? 
I was employed, I had several different jobs with the 
Department of Public “Yorks in the Province of Manitoba, 
ranging from chain man to resident engineer on construction 
of highways of earth, concrete and asphalt. 
Vhat memberships have you got in any engineering organiza- 
Meo, if ‘any? 
Vell; . sm a@ registered member of the ASsociation of 
Professional Engineers of Saskatchewan and I am Associate 
Member of the Engineering Institute of Canada. 
You were at the request of the com@any asked to proceed 
to Montane and investigate the prices at which gasoline 
gould be purchased at various refineries in Montana? 
men 
Just when was that. “‘hen were you down there? 
I was down there on June 5th, 6th and 7th of this yeur. 


are you prepared to give that information in the form of a 
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briex? 
ee eae y Bas 
MR. HARVIE: Iwould “itke to file, lirs Gnairman, 
what I have called Volume 2 (a), just to keep it in its 
proper place, from the British american Oil Company. 


(BRIEF IN SUBSTION IS NOW 
MARKED EXHIBIT "463". ) 


All right, ‘ir. Dempsey. 

Following is some information which I obtained in the 
State of Montana on June 5th, 6th and 7th of this year, the 
purpose of my trip being to establish that tank truck Opera- 
tors are buying various petroleum products in tank truck 
lots and for shipment into Canada from Montana refining 
companies at lower prices than Montana jobbers are paying 
these Montana refining companies for petroleum products 
Rime Chr or tenk truck lope: 

THE CHAIRMAN: Excuse mé @ minute. You aré 
Speaking of tank car and tank truck lots. Are the two 
terms syronymous, tank car and tank truck. MThey ere not, 
are they? 

Well, I would think they were, Mr. Chairman. 

MR. COMMISSIONER LIPSETT: A tank car is a railroad car. 
THE CHalRMaN: Te have heard of the terrible 
difference between loading bank cars and tank trucks in 
times past. 

they are different, articies, a tank car anda tank truck 
are. different articles, but I. understood you inferred 

that the price would be syncnymous. 

MR. HaRVIL: My information is that there is 
Just,one set of prices. 


Tits CHAIRMAN: Whether it be tank car or tank 
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truck? 

MR. HARVIE: Yes, in Montana. 

MR. FRAWLEY: In Montana? 

MR. HARVIE:; it is different here. 


In mentioning Montana Jobbers, reference is made to companies 
operating in Montana and having railway and storage 
facilities suitable for receiving shipments by tank car or 
tank truck of various petroleum products. 

In mentioning tank truck operators, reference is made to 
individuals, partnerships or companies Operating one or more 
tank trucks. 

I called on several refining companies ana attempted to obtain 
quotations on several petroleum products, these quotations 
being subject to shipment to Ganada and in cents per wine 
eortou, wank truck lots, f..o. b. refinery. Following 

are the results of my interviews: 

The Home Oil and Refining Company, at Great Fails, seemed 

to be suspicious of me and would give me no quotations. 

MR. HaRVIE: Can you tell me what operation 
each company carries on in Montana? 

Well, that company refines and they market and I believe 
they produce a certain qanitity. 

The International Pipe Line Company, at Sunburst, said that 
they did not handle any Canadian sales at their refinery 
Bnaecould not give out prices but stated, that if I were to 
get in touch with the sales manager of the Texas Comvany 

in Calgary, arrangements might be made with him to purchase 
truck lots of petroleum products at the International 

Pipe Line Company refinery at Sunburst. 

MR. FRAWLEY; I suppose that should be, the 


International Pipe Line Company, that is just the 
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International Refining Company? 


MR. HsRVIE; Yes: 
MR. FRAWLEY: 4S long as the Chairman understands. 
MR. HARVIE: Now, just what is tho Big 


West operations. Can you give me that? «as you mention 
these companies you might just cover the operations of each 
company in Montana. | 
The Big West Oil Company in Montana are gh Meh RE Tha Bile ty gehe hy mF 
know whether they are producing or marketing. I am mt sure. 
The Big est Oil Company of Montana, at Kevin, would not 
give me quotations but stated that their representative, 
Mr. ‘Yeleh, who makes periodie trips into Canada, woild be 
pleased to negotiate for sales of »netroleum products for 
Shipment into Canada by tank truck from their Kevin refinery. 
The Cutbank Refining Company at Cutbank is the next. 
They refine and they also have a gasoline pump out in front 
of their plant so I presume they are marketing also. 
They submitted the following quotations: 

Third Structure Gasolene - 5 1/2¢ per wine gallon. 

45 Gravity Tractor Distillate - 5g " fy 8 

Dee sela rues —S1yae nm a " 
The North West Refining Company - this is another company 
shaw refines; and I am not sure whether they produce or 
market. But they refine. They are at Cutbank and would 
not give direct quotations but the gentleman I interviewed 
informed me thet high octane non-leaded gasoline could be 
purchased in the Cutbank area at from 6¢ to 7 1/2¢ per wine 
gallon. 
MR. GOMMISSIONER LIPSETT: “Jas that for Canada or was that 


generally? 
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That was for Canada. That was my understanding that the 
Canadian trucker could buy that product at 6 to 7% cents. 
He was just giving that to me ag general information. 

MR. HaRVIE: Mr. Frawley suggested to me it 
might be as well if you would outline to us how you 
approached these people. Just who you said you were 
representing and what was your approach to them? 

HR. EFRAWOUY: and the qu.ntities you were 


going to buy. 


THe GCHALRUAN : And was it all for shipment into 
Canada. 
Va, GRA LY: wes, and alivor teat sur. 


In this case I gave to you now it was understood shipments 
to be to Canada and the prices would be on lots of 
£200,000 gallons a year or more. 

MR. FRAVLEY : Delivery to be taken how? 
Delivery to be tuken at the refinery in tank trucks. 

MR. Harvri: Did you disclose whom you were 


representing? 


owed NOt. Lomay add that, 1 did thatwinvthe ti rat Gasc- 


GHewtome Cil Refining Company of Great Falls. 1 disclosed 
who I was representing. 

THE CHaATHITAN: You found it was not wise if 
you were to get any information tc disclose that 4 second 
time, eh? 

Well, 1 chose not to. 


Yes? 


Me next is the Hole Bros. Refinery, at Cutbank. That is a 


small refinery and refining naturally but they have a 


gasoline pump out in front of their plant, so I presume 
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they are marketing. I do not know whether they are prodw ing 


or not. So they quoted me as follows: 


65 Gravity Leaded Gasolene - 7g per wine gallon 


Third Grade 58 Gravity Gasolene - 6 1/2¢ per wine gallon 


45 Gravity Tractor Distillate A -51/2¢ " 4 

Piegel Fuel oa " n " 
At the same time he pointed out that they had no Tractor 
Distillate A in stock and, hence, had none for sale. 
The next is the Home Oil and Refining Company, at Conrad. 
Now, these people are producing, refining and marketing. 
THE OHATRMAN: The 6rd grade gasoline you 
speak of, is that comparable with the 3rd grade gasoline 
here? 
Meunnerstand 2% is), yes. 
Yes? 
MR. HARVIE: Is this Home 011 and Refinine 
Company at Gonrad the same company as the one referred to 
at Great Falls? 
Yes. 
The same organization? 
The same organization. The Home Oil and Refining Company 
at Conrad quoted me as follows: 

Third Grade Monto Gasolene —- 6¢ per wine gallon 

Silver Gasolene (leaded) - Bg i if Hi 

Silver Ethyl Gasolene -10¢g " a " 
The Deloraine Refining Company, at Oilmont. That is a very 


small refinery and as far as I can find out they do nothing 


Dita rer ine . They quoted me as follows: 
63 Gravity Third Grade Gasolene - 7¢ per wine gallon 
Tops ( a high grade distillate) - 6¢ " MJ M 


44.5 Gravity Tractor Distillatea - 5¢ " " " 
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FP. G. Dempsey. 
{ might say thet Tops, as they call it, they describe 
it as a high grade distillate and it -nas quo ted at 6¢ per 
Wine gallon. 
One of the workmen at this réfinery informed me thit almost 
eli or stheir production was going to Canada. 
The Morton Refining Company, at Oilmont. It is another 
small refinery and to my knowledge they are just refining, 
They quotetl me «s follows: 

Third Grade Gasolene - 8¢ per wine gallon 

49 Gravity Tractor Distillate - 4¢ per wine gallon 

Diese] Fuel -~ 3g " 4 i 
The Treasure State Refining Company, at Shelby. I do not 
know whether they are producing or not but they are refining 
and marketing. They quoted me as follows: 


EO Gravity Treasure State Gasolene - 5 1/2¢ per wine 


galicn 
44 Gravity Trector Distillate - 5¢ " i 
40 : mt " me Hh ly aH ag " 
Dresel Fuel Bai fe) 1" " 


In getting the above quotations, I attempted to get them in 
Writing; but was unsuccessful. ‘fir. Davis, of the Cutbank 
Refining Compeny, wrote his quotations on the back of his 
business card put no signature was obtained. The Treasure 
State Refining Gompany, at Shelby. gave me a letterhead on 
which to copy the prices he gave me but no signature was 
obtained. 

1 eiso called on three jobbers, who told me the names of the 
Montana refineries from which they were buving their 
petroleum products and gave me the respective prices si 6 
cents per wine gallon, tank car or tank truck lots, 


exclusive of the 1¢ per gallon federal tax and 5¢ per 
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F. C. Dempsey. 


gallon Montana State tax. The names of these jobbers, 
together with prices are as follows: 

The farmers Co-Operative ©Cil and Supply Company,at Conrad, 
stated that they pay the Home Oil ana Refining Company, at 


Conrad, as follows: 


Silver Gasolene (leaded, 72-74 octane) - 10 1/2¢ ver wine Gal. 
Monto Gasolene (third grade) ei AO ale ea Ua ie 
46 Gravity Tractor Distillete A = 6) Jeg. 08 " n 
44 ¥ " i B aii U/s gi 38 "oom 
Diesel Fuel : Bien ge " 1 


The Farmers Co-Operative Oil Company, of Sunburst, stated 
that they pay the Big West Oil Company of Montana, at Ney ine 
as follows: 

First Structure Gasolene - 8 1/2¢ per wine gallon 

Tractor Distillate a ~ 5 1if2¢ " " n 

Diesel Fuel - 6¢ " n " 
Baewewpricee are. hf. O. De nounuur et i SOnthoty lit ered E 
transportation charges are deducted, the prices on the 
above products, f.o.b. the Big ‘Jest 011 Company refinery 
at Kevin, would be: 

First Structure Gasolene - 8.179 per wine ealion 

Tractor Distillate a oat Tetley. ve OF " " 

Diesel Fuel = Deb Tee wr a " 
The Farmers Equity Co-Operative Gompany, at Brady, stated 
that they pay the North “est Refining Company, at Cutbank, 
as follows: 

Tractor Gasolene - 8 1/2% per wine gallon 

Grizzly Gasolene 77 Octane - 10 1/2¢ per wine gallon 
The above prices are f.o.b. Brady, in tank cars or tank 


trucks; so that if the rail transportation chirges are 
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Pe 0. Dempsey. 
deducted, the prices f.o.b. the North ‘est Refining 
Company's refinery at Gutbank, would be as follows: 

Grizzly Gasolene - 9.87¢ per wine gallon 

Tractor Gasolene - 7.06¢ " g iy 
So that the above prices and quotations may be more 
comprehensible, tabulations of same are attached hereto. 
In comparing prices in the two tabulations, it may be 


noticed that leaded Gasolene is being quoted at 7¢ and 8¢ 


per wine gellon, tank car or tank truck lots, f.o0.bs refinery 


for shipment to Canada; whereas a Montana refining company 
is receiving 10.5¢ per wine gallon. It is also interesting 
to note that the refining company which is charging the 
jobber 10.5¢ per wine gallon for Leaded Gasolene, qaoted 
me 8.0¢ per wine gallon for a similar product, subject to 
Shipmens to Canada; and that the refining company and the 
Porpver a se siivetcdein ther same town, their plents bene 
but a few hundred yards apart. 

Polmayveiso per seen that the tank car or the tenk truck 
price per wine gallon on Third Structure Gasolene for 
Shipment to Canada varies from 5.5¢ to’ 8.0¢ per wine 
gelion; wiereas the Montana refining companies are receiv- 
ing from Montana jobbers from 7.06¢ to 9.5¢ for this 
product at their refineries. 

It may also be seen that 45 Gravity Distillate is quoted 

at 6.0¢ per wine gallon for shipment to Canada, and that 
the Montana refiner is receiving 6.5¢ per wine gallon for a 
Similar product from the Montana jobber. 

Again, Diesel Fuel is quoted at from 3.0¢ to 4.0¢ per wine 
gallon for shipment to Canada; whereas the Montana refining 
companies are receiving from 5.5¢ to 5.67¢ per wine gallon, 


f.o.b. their refineries, from the Montana jobbers. 
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if I may be permitted, I would like to say that in my 


Opinion most of the refining companies which I contacted 


seemed to be suspicious about giving quotations on products 


to be shipped to Canada. 

In obtaining the Montana iobbers' prices to the Montana 
refining companies, in each case Tf enquired for the price 
which our company would be forced to compete against in 
order to sell them petroleum products: and for this 
reason, I am of the opinion that thesd prices which they 
gave me are as low 4s they are in fact, since it would be 
to the jobbers’ advantage to name a low price sn order 
that they might reap the benefit of a competitive price 


iven by our company. 
& Ap 


(At this stage the Hearing was adjourned until 2:00 ?. M.) 
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MRe HANVIE: ire Chairman, this morning 
reference was made to the National Petroleum News of 1iay, 
where the posted tank waggon price in Billings, Butte, 
Great Falls and Helena was referred to and it was lower 
than the figure which we had quoted in our brief. Over 
the noon hour I have been able to obtain this similar 
publication, the National Petroleum News, as of June 
e8th, 1939, and I think the effect is that it bears out 
lir, willer's contention and there has been roughly a 
cent and a half increase in price during that time and I 
think for our purposes we might put it in and I will read 
the new prices into the record. 
(COPY PeTROLEU! NEWS UNDER 
DATE OF JUN 28, 1959, HERE 
wiARKED AS UXHIBIT "464"). 
wike HanVia: It is the National Petroleum 
News, it is the recognized authority for the petroleum in~ 
dustry. 
THis CHALIqiAl: lhational Petroleum News for 
what date? 
fis HARV LI: The 26th of June, 1939 and 
on page 50 of that publication there are the postings of 
the tank waggon prices in these four Cities. The prices 
read into the recoré this morning were for Great Falls lag, 
it is now 13.5; Billings was 12g, it is now 12.5; Butte was 
134¢, it is now 14 cents and Helena was 1é¢ and it is now 
144¢. I think the zone or the area in which we are most in- 
terested is Great Falls, that was mentioned by iir. Frawley 
this morning and you will note there the difference. 
MRe FRAWLEY: It was the one we used this 


morning. 


wRe HARVIES Yes, and the increase fran 
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F.G «Dempsey 
ay to June is 15 cents and it is that price, and that 
goMpares with our 16.25, that is the wine measure. 
mAdOK LIPSETT; 1é.5 is the wine gallon, 
what is that for the Imperial? 
wmRe HAKVIE: It shows in our brief. 
THE CHAINAN; Is it 13.5 or 14? 
whe FRAWLEY: Great Falls? 
THs CHA TWA N; LOS 
ake FRAVLY: Great Falls is 13.5, wine 
gallon. 
WRe HAKVIE: Yes. 
wAJOK LIPSul?: Do you Know how much that 
would be in the Imperial? 
MR. HARVILE: lo.s. The figure we used 
in our brief in ixhibit "461" was 16.25, which is the sane 
figure in effect, only curried one decimal point further. 
There is I believe ao later publication but that is the 
latest one we were able to get at the noon hour. 

FRANCIS CRAIG DinPSkY, have 

ing been recalled, examined by i.re Harvie, said: 

Q 411 right, iir. Dempsey, you had read down to the foot of 
paved Of) your woriet J. believes 

A Yes. 

q And page 4 , is a chart and you tiight proceed to put that 
in? 

A There are two publications which I can read and the first 


one gives the prices whioh the ijontune Refining Compunies 


guote various products at for shipient to Canmida. Now 
dealing with Lthyl uasoline there was only one quotation 


received and that was from the Home Oil anc Refining 
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Company at Conrad, iiontana, 10.0 cents per wine gallon. 
To those of you who have copies of this brief, these 
numbers in red indicate the amount in Imperial gallons 
Gleared at the line, that is the aniount of 10 cents for 
instance under ithyl gasoline is converted to Imperial 
gallons, 1 cent duty ie added and then 8% sales tax is 
added to that to bring it to 14.04 cents for the Imperial 
gallon. 
THe OHATR AN: That is Sales Tax in Alberta? 
Yes. 
You are spcaking about? 
Yes, but there is no transportation included in that or 
Customs Brokers charges. 

Well then dealing with leaded 
gasoline, the Hole Brothers Refinery---- 
THE CHAIR. AN: doula you mind pausing there, 
you are dealing with the first column, Kthyl gasoline? 
YOR. 
You say the Home Oil Gompany offered it to you at 10 cents 
at the refinery? 
At the refinery, yes. 
And you arrive at 14.04 by adding 8 cents for sales tax? 
No, by first of all converting to the Imperial gallons. 
Yes, which gave you your 10 cents and it became what’ 
Et would become 12. 
12, yes? 
Ana then adding 1 cent a gallon duty. 


Yes? 
vakes it 13.0 and then adding 8% sales tax and I believe 
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that works up to 14.04. 

wiRe FRAWLEY: You have not that figure for 
the sales tax? 

No, I have not got it figured there. 

1.04 you say? 

Yess 

Mine HaokVIE: und that brings the figure 
up to 14.04 as shown in red on the Exhibit. 

GHEE CH TRAN; und the sales tax you are 
talking about is the sales tax of, the Dominion, the 
Province, the United States or what? 

The Dominion of Canada, 8% sales tax. 


WwRe PLOTEINS: wf. Dempsey, that figure 


does not include freight or transportation? 


No, no freight. 


From Great Falls to the Border? 


That is correct. It does not, nor does it inolude Customs 


Brokers fees at the line. 


All right? 

Then I will deal next with leaded gasoline; Hole brothers 
Refinery at Cut Bank quoted 7.0 and the Home O11 and Re- 
fining Company, vLonrad, quoted 8.0. Then if we will go to 
the next tabulation it gives the prices which Montana 3 


jobbers are paying the ijontana refineries, you will see 


that the farmers-<-~- 


MRe HiRVIE: I think if I might interrupt, 
hire Dempsey, I think if you leave that second tabulation 


until you finish with the first it will meke a better con- 


parison? 
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A fll right. 

& Just go now to the third structure gasoline? 

é Yes, third structure gasoline, the Cut Bank Ref ining 
Company, Cut Bank, quote 5.5; the Hole Brothers nefining 
Company, Cut Bank, quote 6.5; the Home Oil and refining 
Company, Conrad, quote 6.0. 


THE CHAIRMAN: This is still for tank 


& 


trucks? 
i For tank trucks. Deloraine kefining Company, Oilmont, 

7.0; orton refining Company, QOilmont, 8.0; Treasure State 
herining Company, shelby, 5.5. 

Then under the heading of 
46 gravity distillate, theie is one quotation namely from 
the Deloraine Refining Company. Oilmont, at 6.0 cents; 

Unaer the heading of 44, 44.5 
and 45 gravity distillate, Cut Bank Refining Company, Cut 
Bank, 5.0; Hole brothers refinery, Cut Bank, 5.5; Deloraine 
nefining Company, Oilmont, 5.0; Treasure State refining 
vompany, Shelby, 5.0. 

and under the heading of 40 
gravity distillate, mWorton kefining Company, Oilmont, 4.0; 
Treasure State Kefining Company, Shelby, quote 4.0. 

Under the heading of Deisel 
Fuel, the Cut Bank kefining Company, Cut Bank, Quoted }.0¢ 
Hole brothers kefinery, Cut Bank, 4.0; Deloraine Refining 
Company, Oilmont, 6.0; liorton nefining Company, Oilmont, 3.0; 
Treasure State Refining Company, Shelby, 4.0. 


Now to just understand that, if I may interrupt you, those 


£> 


are the prices which you were presently quoted by these 


different refining companies at which you are buying and 
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taking delivery from their refineries for inportations? 
TH CHLLRuANs In tank trucks? 

eRe HARVIE: In tank trucks for exports 
into Canada? 

That is correct. 

Now the next heading, iwontana teunk car jobbers! prises---- 
THA CHAlTRas DN: I suppose nothing turns on 
the capacity of the tank truck, does it? 

iiKke HARVIL: Mre silller's evidence is 
that you can take it any way, even with a bath tub. In 
fast they make no point of it there. 

THA CHilnial ; dhat is the normal tank truck, 
is there such @ variation that you cannot say what an 
average tank truck would be? 

lune HiRVIE: I think a tank truck is 
probably from 1,000 to 3,000 but a greut many of these 
Geliveries are in barrelss They go down with their own 


barrels, that isa correct, is it not? 


LuRe PLOTKINS: ahat is that? 

Re Hy. RVIbe You can take delivery in bar- 
rela. 

eR. PLOTKINS: At the i:ontana Refinery, yes. 
MR. HARVI:: it the same prices? 

WR. PLOTKINS: No, the average tank truck, 


well the smallest tank truck in ordinary use is 1250 gallons 
and all the way ap tc 3,000. 

THE CHALTRwA WN: A11 right. 

iuRe HARVIB: Then the next part of the 
Sohedule headed liontana Tank ear, jobbers! priages, you 


might just explain what that is and where you got that in- 
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CS 
7 
formation? 
é well the prices in there denote the prices that these 
respective jobbing companies told me that they were pay= 
ing the respective refining companies in Montana for 
these various products. 
Q That is for consumption in ontans? 
is In tiontana, yes. 
@ edn LIPSwt?T: and those are tank car lots? 
i Tank car or tank truck. 
@ You have a tank car but it includes tank truck? 
é Yes. 
G mRe HiAKVIL: It would be in order to 
chanye that heading “iiontana Tank Car or Tank Truck Prices"? 
b Yes, it would, that was just put in there---- 
TH Ci l aus: sontana tank car or tank truck. 
wine FR. WLEY; If the witness is saying tuat 


that is opposed to my information but I would like the wit~ 
ness to be sure about it because that is the very opposite 
of the informtion I got from the i:anager of the Big Jest 


mefining Company. 


Line Hea RVIb: You can get that from hin 
then. 
MR. FRA wLLY: That is all right, but if 


this witness is willing to say that that is his information, 
all right, ir. Dempsey has been down there, although I am 
tolé they are tank car. 
Q TH GH: ini, N: Did you ask him about tank 
truck particularly? 
I believe ure Frawley is right about that. I think I would 


prefer to leave that tank cer prices because I do not renember 
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of being definitely told tank truck. 

THE CHATRi/ N: Now are you quite definite 

on the other question, that they are tank truck as well 

as tank car? 

Yes I an. 

The ones up above? 

4B well as tank oar. 

Yes? 

They ere tank truck. 

I mean you are mite clesar on that? 

Oh abeOluteliy, I am clear on that. 

THE CHALTHu AD: lie Pient. 

Mie PLOTAINS: You use the word "jobber", 
well now these three institutions that you tive given are 
local eo-operatives,are they not? 

That is correct. 

Well patting them on g similar basis in .lberta, could they 
get jodber prises or do you Know? 

I do not know, I cdo not know. 

So that you have not gone to the trouble to find a compar- 
able jobber to, as we will say,the Great West or the 
Ganadian Oils or a large jobber that really is a jobber that 
operates over a wide area and sells any respectable quantities‘ 
No, I would not be able to say that. 

MRe Hi RVIE; wight I inforn the Chairman 
that these jobbers can take in either tank truck or tank car. 
However, we will make inquiries before we make a definite 
statement on that. 

MRe FRAWLEY: In montana. 


iwAiJOR LIPSETT: I suppose the tank truck would 
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not be any cheaper than the tank car anyway? 

ime HARVIE: No, it Would normally be 
more expensiver 

TH OH TRAN: We just want to know. 
WRe HanV Ui: Yes, so there will be no 


misunderstanding we will make inquiries about that. 


THE CHAlie.uiN: aL eree nt s 
Well dealing with standard gasoline, non-leaded----- 
THe CHA LRN: On the one hand you have 


given us offers made by these refinery companies to you 
@8 & prospective purchaser? 

YesBe 

Then this itesi, Furmers Equity Co-operative, Brady, 
iontana, which you gave, thet is a check is it, fron 

the other side, to show whether or not the prices which 
they were offering you were compareble with the prices 
that they could buy in iiontane? 

That is correct. 

Mmne HARVIL: 2nd it was for that reason 
that you did go to those markets? 

Yes. 

And that was what you were indeuvouring to asaertain? 
That is cor fect. 

THE CH Thou N: So the Lontana man buying 
at 10.5 and leaded gasoline at 8.5, third structure; they 
would sell the sae products to you for 8 and 6, is that 
right, or is that 10-6 reluted to standard gasoline? 


10.5 relates to standard gesoline, non-leuded. ie really 


Haveruo compte rison---- 


You have no comparison againstthat? 
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fi No. 

Q S50 the only comparison you have is against third struct- 
ure? 

i Je have a comparison against leaded gasoline and third 
structure » 

Q where is your leaded, on the next page? 

£ Yes, it is on the next page. 

Q Yes, I see, I am sorry to interrupt. 

a) wiR« HARVIE;: Just to clear the record on 
that, I think if you take, you have no comparison under 
Ethyl gasoline in connection with the price which wus 
quoted to you by the Home Oil nefining Company of 10 cents? 

i That is correct. 

Q, Then you come to the leaded gasoline on which you have two 
quotations, one from Hole Brothers at 7 cents and one fron 
the Home Oil of 8 cents? 

ii Yese 

Q Now have you any comparison an leaded gasoline? 

é Yes, there is a comparison. The Farmers' Co-operative Oil 
Supply Company of Conrad, Lontana said that they were buy- 
ing from the Home Oil and kefining Uompeny at Conrad, at 
the following prices, f. o» b.-, Conrad, that is 10.5 cents 
per wine gallon. 

Q So that is a direct comparison by ths same refinery? 

ds Yes» Do you wish me to read everything on this tabulation 
or just where we have comparisons? 

Q I think aaybe just where you have comparisons, standard 
gasoline, you have nothing, you received no quotations from 
any refinery? 

ra) No. 

q On third structure you received wu quotation and you have a 


comparison? 
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Yes, and on third structure gasoline the Farmers’ Equity 
Co-operative Company of Brady Montana stated that they 
were buying from the Worth West i.efining Company at Cut 


Bank at prices f.0-b. Brady, 8.5 cents per wine gallon and 


the Farmers' Co-operative Oil Supply Company, Conard, liontana, 


Q 


stated that they were buying from the Home Oil and Kefining 
bompany, Conrad, prices f.o.bse Conrad, 9.5 cents per wine 
gallon. 

That would be in comparison with the 6 cents? 

MR. FRAWLEY: 54 or 6 cents. 

MR. HARVIE: From the same company? 

From the sase refinery, the Home Oil at Conrad, that would 
be 6 cents, yes, that would be a comparison to 6 cents and 
then under the heading of 46 gravity distillate, the 
Farnerst Co-operative Oil Supply Company at Conrad stated 
they were buying fran the Home O11 Refining Company, Conrad, 
at 6.5, prices f.o.b. Conrad and that is the only comparison 
there e 

nike PLOTEINS: What is the freight to Conrad 
from Great Falls? 

From Great Falls I do not know. 

That would have to be deducted to make the comparison? 

well now we are comparing it, it was the Home Oil «t Conrad. 
WR. PLOTHINS: Oh, at Gonrad? 

Yes. Now dealing with the 44, the 44.6 und 45 gravity dis- 
tillates, the Farmers' Co-operative Oil Supply Coupany, 
Conrad, buying from Hone Oil and Supply Company, Conard, at 
5.5 feOeb.e Conrad and the Farmers! Co-operative Oil Supply 
Company, at Sunburst were buying from the Big, ‘fest Oil Conm- 


pany at kevin at Bi burt +0« Des SUNDUr Bt. 
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MRe HAKVIE: There are no direct compar- 
ipons with the same refinery there - 

mR. FRAWLEY: But the prices are 5g cents. 
iiR. H&iRVIE: Yes, but I mean we have not 
been able to get, as in the other cases, the same infor- 
mation in the same refinery. 

MiRe FRAwleys; Noe 

WITNESS: : »@ have nothing to compare 
under the 40 gravity distillate. Under deisel fuel the 
Farmers' Co-operative Oil Supply Company. Gonard, buying 
from Home Oil and Refining Company, Conrad, at 5.5 and the 
Farners' Comoperative Oil Supply Company, Sunburst, buying 


from Big West Oil Company, Kevin, 6.0, £f.0-.b. Sunburst. 


(Go to number 10,880) 
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MR. PLOTAKINS: Did you assure yourself in the case of 
smaller refineries like Deloraine and the Cutbank Refining 
Comrany as to the similarity of quality of one Diesel fuel, 
for instance, as against enother Diesel fuel, so as to know 
enough to compare the price and quality? 

No, £ cennot say that I have. 

MR. FRAWLEY: Is that all you have, Mr. Dempsey? 

Yes. 

Now, kir. Dempsey, I have a very few questions at this stage. 
You heve been giving some comparisons on Uthyl gasoline and 
leaded gasoline. Thet is Tetra Ethyl lead treated gasoline? 
Yes. 

Do you state, or do you feel, that you can import any kind 
of #thyl or Ethylized gasoline into Alberta? 

“ell, may I answer that in this way. The man quoted ie on 
leaded gasoline-and on third structure. First of all, he 
guoted me on third structure, then he gave me the leaded 
gasoline price and he said ‘"Zthyl will be 2g more.” 

J am sure these are proper quotations. But you ars a 
jobber new for the nurposes of this evidence importing 

into Alberta, are you not? 

Yes. 

Very comparable to the business thet Trimble Brothers 

carry on. Do you know anythin™ about their operation 

ot ele, 

Just slightly. I have heard of them. 

I sujzgest it is something comparable to their business 
except the figure you put down to qualify you was 
200,000 gallons per annum to be taxen in tank truck. 


That is the way you represented yourself? 
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F. C. Dempsey 
A Yes. 
q And Trimble Brothers' business runs into more than 


a million gallons per year that they bring into Alberta, 
but their business is more comparable to that than any 
OUieT Vledave abi Goe.moment. J put bt tooyeu, your cennet 
bring in a gallon of leaded gasoline into this province 
from Montana. Nobody is permitted by the “ithyl Corporation 
to import leaded sasoline into the Province of Alberta, 
1epvnis, Clee, excepting the Texes cCorporstion®: 

TAS CHATAN.AN : "hat do you say about that? 
You are the witness? 

A Welle allincan cao ls repeat what I havo already told you, 
that hevseid, %ttnylieeascline will bevw2¢ more.” “lL ‘assumed 
from whet tet te woule sell it to ms at that price for 
trueking into Canada. 

G MR. FRAWLEY: Do you know, as I say - I must be putting 
these things to you as facts, but we will have to prove 
them in due course - but will you assume with me that the 
Sthyl Corporation statement to this Commission will be 
that there is nobody permitted to export Ethylized or 
Ethyl gasoline out of Montane except the Texas Corporation. 
Then you will agpr-e that the quotation you got on Uthyl 


and ‘thylized sasoline are not of much value to the 


Commission? 
A Yes. 
THE CHATHMAN : You say ~“thyl or “thylized 


gasoline. 
WR. FHAVLEY : Yes, what do I mean by that 
Lire Dempsey? 
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@ Whet you have called leaded gasoline? 
THE CHAIRMAN: Theat is whet I want. 


What you call leaded gasoline, the second column? 

A No, the conclusion that I came to was that the leaded 
gasoline that they quoted me on down th re would be 
something comparable to Imperial &% Stsr or B. A. Nevr-Nox. 


It would be what we termed Ethyl gasoline. 


Q) Mie PHei Ley: sthyl gasoline is first gerade gasoline? 
A Yes. 
Q POG epuewscconc column that I have been calling Sthybezed 


gasoline is 3 Star and Nevr-Nox and the silver gasoline, 


6) bran a? 


THE CHAT A.AN: TU bs NOT MA tIny i zodte. aia 
then? 

MR. FRAVLIY: That is just an expression. 
TH! CHATRMar : It has nothings to do with 


the Bthyl Corporation, .has it? 

MAR. FRAJLEY: Yes, it¢is the sae “product 
but you just add more. 

THS CHAIRMAN: That is what I want to know. 
There is one brand that the Ethyl Cormoration puts out, 


called Sthyl gasoline? 


MR. FRAWLEY; Yes. 
TH™ CHATRALsN: And .2m addition to thaw? 
MARL. 2 RAWLIEY.% Mo, I am not correct. The 


Ethyl Cornoration does nothing Dub esau 


Tis CHATRMAN: On, 


No, they sell Tetra athyl Lead. 


THE CHAIRMAN: Trat carries with it the 


is. . 


a : 
av ete AJ 


cpt Lome 5. bebe, ‘abe 


or: iy as 2 
aay MILANO: 


Aa? — - i 


Loae: be bane $aocne eo a 


By 


aad amteusongo Md 4 


- 


Zaps 20: bi * bes, Ue: ade ny oem ‘f 
; Labreqml eae idenaquon ae a 

a Eyles bain xe? amher ad Sige at 
al are sean Lynic YEON : fis a * 
| | “seer - A 
Vail Jae? sty tes. Aegose Oot Bak rg) 
tees? Bere : ASE: ae gh i wane 
har Mg" | a, 

: tha re HOt pt et 


Ps oe 


inant i 
, Ai METRO: > 4 7 


1 


+ BT gh ke BRED Bard add ie 


" “sere Y 
ae ABM /~ Mh. 


i. 


" ria : 
4% tage bares 980 abe ke 


"a ones seat 3 D€ 
a 7 ie: 


Lica peddle 
ie a il 


FF. CG. Dempsey 


trite ccognomen “thyl when added to gasoline. 

MA. FPALWLEY: No thew ie nendiy 

PUVvINe it right. It is’ stil? Tetre Ethyl lead but 

the best product is called Bthyl gesoline which the 
refiners turn out. They call that @thyl gasoline and 

it has the Gthyl label on it. That is, as Mr. Harvie says, 
Premium gas. Anything of the second structure is Ethylized 
fesoline, or “G° or leaded. 

THE CHATRM AN: Yes? (Alsowuttligiieges 
proportion of the Mthyl Company compound? 

Re FRAWLEY : Yes, JUsSipewievrameioyie lead. 


They use the seme product. 


THs CHATANAN 3 BUY léss of it or a ditierent 
product? 
Re PRAY : Less of it. Now, whether 


it if a difilerent product, just slightly different, 1% 
might be, but it is still Tetra Hithyl lead, but whether 
Or not the quality itself is just the same to supply all 
kinds of refineries, I would not care to be explicit on. 
RRVOHARVIT: Mr. Miller is going back 
and he is more ucquainted with that than this witness. 
THE CHATH: AN ¢ There is no othsr leaded 
gasoline then? 

MR. FRAWLEY uxcept whet is made with 
the product of the Bthyl gasoline corporation, that is 
quite right. 

THe CHATREAN Is that right? 

MAS OPRAWLEY : het Le Tighe, us Lu nov, 
Mr. Miller? 


MRS MILDER: ALY etre Bthylilead is 
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supolied by the "thyl Corporation. 
MR. ZRAWLEY: There is no leaded gasoline 


except that made from the products of the Ethyl Ggsoline 


Carporation? 
Mi. MILLER: Yeo. 
THE CHAIRMAN: What you are getting into 


at the present time is that thet leaded gasoline, it all 
comes from the products of the Ethyl Corporation? 

Rene TARVIG: No, not all that are solid 
are of the same standard as *@* Brand. There may be 
gasolines that ars not leaded. Cracked gasoline you can 


build up to as much octane without the lead. 


MR. FPRAVLEY : But. if it is leaded? 
THE CHATRMAN: lir.s Harvie says that it 


@oes not necessarily follow that all your gasoline of the 


greatest value in power is leaded. 


MR. HaRVIE: Or cold on the same 
competitive merket as leaded or partially leaded gasoline. 


MR. COMMISSIONER LIPSRTT: Mr. Frawley, you put wb the 


Witness something here that I want to hear about afterwards, 


thet the =thyl Corporation prevented any =thyl gasoline 
coming in here except for the Texas Company? 


MR, FRAWLEY: YeSse 
MR. COMMISSIONER LIPFSETT: DO. you: Mean that - if iss 


proven - that when the Ethyl Corporetion sells their Ethyl 


lead, they control where the resulting product may be 


marketed? 


MR, FRAVLEY: Vee albeit eb e matter of 
I shall anticipate the evidence that is coming 


yen unintentionally 


licensing. 


to make clear, so that the Commission is not e 
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F.C. Dempsey 
mislead by Mir. Dempsey's evidence. Nobody can bring 
leaded gasoline, and thet is stendard leaded gasoline, 
or Ethyl leaded gasoline, from Montana into this province 
except the Texas Corporation by virtue of a special 
arrangement which they beve with the "thyl Corporation? 
THE CHAIRMAN: Does that mean that all 
other refineries doing business in Alberta that want to 
meke the leeded product must buy fiom the Texas Company? 
MRe ePRAWLEY ¢ Unless they get a refiner's 
license themselves. The British American Company has a 
refiner's license from the Ethyl Gasoline Corporation, and 
the Imperial Oil the same, and Mr. Nayland has one now. 
THe CHATRMAN: What you mean is this, 
if this “itness did not have a license, he could not bbing 


it in then? 


THE CHATAMAN : r do you megn wnat you 


said, that there is nobody but the Texas Company can get it? 
MR. FRAWLEY: Because the refiner's license 
in Montana is territorial. Now, get me the name of this 
company that gave you the quotation. The Home Oil & Refining 
Company at Conred, that was precisely the case, Dey, 

be permitted to make a statement, that is precisely the 

case I brought to the attention of the “thyl Corporation 


myself. ‘why coulda not MecNeill's Taxi Cab Company in Edamonton 


bring in a quantity of leaded gasoline from the Home Oil & 


Refining Company, because he was told he could not. The 


Bthyl Cor poretion said "Quite right. The Home Oil & Refining 


Company is licensed to refine and market these produsts 


within the four corners of the State of ».ontana, and not 
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F. C. Dempsey 


a foot outside of that." The same with the othe:x company 
that quoted Mr. Demnsey. 

THE CHATRVAM: You say that the witness 
could not have bought from anybody in Montana because this 
person in Montana had not a license from the Ethyl] Corpore-~ 
tion to sell the nroduct outside of Montana? 

MR. PRAVLEY: That is the situation 
nreciscly With the Ethyl Gasoline Corporation. It is the 
ertrec) Of the License. They are all issued territoriailys 
MR. COMMISSION@R LIPSSTT: Probably Mr. Dempsey's answer 
was that they said that that gasoline would be 2g more. 

MR. FRAWLEY ; Yes, but they did not stop 
to tell where it was going because it would be only an 


impasse? 


They knew it was coming to Canada. ‘That would be the 


understanding. 
I suggest to you, to be brief, that they had not followed 


the thing out carefully enough in givine you thet quotation? 


Yes. 
At the moment, I simply want to appreciate Mr. Dempsey's 


evidence, and I would like to see what he has brought before 


the Commission. So that upon my assumntion now the 


Commission will have to Stute with some doubt perhaps the 


evidence you offered with respect to the Bthyl gasoline 


quotation and the leaded gasoline quotation. Now we go to 


the next, standard gasoline, non-leaded. 


ii qd vi m 
MR. HaRVIG: T would not say with some 


doubt. I would simply say it would not be m:teri:l. I do not 


think there is any doubt about it. 


MR. FRAWLEY: Thétp Tau te saKey Of 
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F. GC. Demrsey 


expressing it. “I did not like to put it that way. 
MR. COMMISSIONER LIPSETT: Is your suggestion to the 
Witness this, that even leaded gasoline, that is standard 
gasoline, cannot be sent out of Montana? 
MAS PRAVLEY % Yes. 
MR. COLMISSIONER LITFSETT: By anybody except the 
Texas Company? 
MR. PRAT LEY 3 2S peli wines. leaded 
gasoline. 
Pine Guilt LON SR elem: As I understand, the 
ordinary stundard gasoline of the Imperial, and the 
Nevr-Nox, contains a small quantity of 4%thyl lead? 
MR. DRAVLEY : Tetra Ethyl lead, yes. 
MR. COMMISSION ZR LIPSATT: Does that mean that because 
of that small quantity, the Home Oil Comnany xefinery cannot 
supnly their ordinary standard gasoline with this small 
Guanelvy, Of Tetra Bthyl Iced in it for export to Canada? 
MR. FRAWLEY ¢ Thetis Pighte. Aub Ethyl 
refiner's contracts are limited territorially. That is 
all thet matters. 
MR. NOLAN: Ai owut tO Texas’. 
MAY SREY: Lilie puitestOweras., 25 
Mr. Nolan points out. 

Q THE CHAIRMAN: That includes standard as well as Uthyl? 
MR. 2RAWLAY ? Yes, it is their product 
that they are using and that is what trey are doing., There 


ig a stendard gasoline, non-leaded. That is perfectly good 


gasoline, second-structure gasoline, the kind Mr. Harvie 
talked about a moment ago. It is just as good an octane 


number as leaded gasoline, but it is made without any 
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F. C. Dempsey 


reference to the Ethyl Corporation. The octane is 

got up by intensive cracking. 

TH" CHATRVAN: What have we that is 

comparable here to thet? 

MR. FRAWLEY: It aois not hapnen to 
be sold, except that gasoline Mr.Halverson “talked about 

which is not a marketing casoline. Fremiun gasoline. 

MR. PLOTKINS: There is no comparable 


product at the present time. 


MR. HARVIE: There is in Canada. 
MR. FRAVLEY: But in Alberta. 
MR. PLOTKIMNS: Pat. is only a ibalt— truth. 


The fact of the matter is that both refineries produce 
a comparable »roduct but because of economies resulting 
in «the :blending- of third structure with the-cracked 
gasoline that has the necessary octane number before 

it is blended, and adding the lead is more economical, 


in other words it results in lower costs and none of the 


cracked gasoline with the high octane finds its way into 
theimerket. »So that is the reason thet there is no 
comparable product on the market. 

PT) (CRRA RMLAN ¢ XY was wondering if it 
compared with the “hite Product they use in lamps, and so on, 
on the farms, thet tir. Halverson said that they thought they 
would discontinue. “hat was that called? 

MR. FRAWLEY : rh thank that is called 
lighting navhtha. It is not a motor fuel, and I do not 
think that has an octane number, has it? 


THE CHATLRMAN: lir. Nolan, I.thought, 10 was, 
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speaking from memory only, I thought it was eae fuel 

that could be used for all purposes? 

MR. NOLAN: I did not know that it 

nan peny ceed tin Ut leit aie vet ties be wrong. 

TH’) CHATRM AN: tI do not iImow whether 

ie eas. wilh ino. ittecowld not . 

MR. NOLAN: You thought it had 

besos racked we. sige. 0? 

THE CHATRM AM: ir. Frawley suggests it 

is only a lighting fuel, and not used in motor cers. 

I thought it was general utility. 

MRA PLOVRINS : ct Vs) eenered utitauy. 
white gasoline, used in lighting, and it is not necessarily 
of a high octane quality. 

TH! CHATRMaN*: In the result, we are all 
agreed we have as yet nothing to compare with that second 


structure. 


MR. PRAWLEY 3 Except leaded gasoline. 
MR. HARVIE: “we do not agree with that. 
MR. FRAWLEY: On the market today, 


Vr. Harvie? 


Mi. VIRARVIE: Mir. Miller will give our 


explanation of that. Mr. Dempsey is an asphalt engineer 


and Asinoy faetiliar with that. 
MAC 2 elo will goon to third grade. 


“e find the situation there is that you got no quotations 
on standard gasoline non-leaded? 


Correct. 


Your evidence there, to use Mir. Harvie's exoression, is not 


very material. Third structure gasoline. 


You have subnitted 
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XP) 


some comparison? 

Yes. 

And 46 gravity distillate and some other distilletes 
and Diesel fuel. Now, just another question or two. 

Do you know what the farmers pay when they go across 
with an ordinary truck-loaé of empty barrels, and go 

to one of these refineries. Do you know what they pay 
for the two kinds of gasoline we are concerned with here, 
third structure and 68 to 70 octane gasoline? 

Nowe © do mot. 

You did not make any enquiries from farmers going down 
With a dozen barrels aplece? 

No); I did not make any enquiry. 

And you do not know what the trucker in the business to 
the extent that Trimble Brothers sre, you do not know 
what they pay at the Big “est Refinery for those two 


grades of gasoline, third grade and non~leaded 68 to 70 


Ms 


octane? 

Not vhidonot. 

You do not know anything about the operations of thet 
man called Earl Clack, in the State of Montana, who is 
a very big jobber? 


Not other than hearing his nase mentioned. I know nothine 


about his operations. 

Do you know what the nature of the operations of the 
three Fermer Co-overetivesthet you did call upon, and whose 
prices you have quoted us here, is? 
These three Farin Co-operatives? 


Yes? Take the one at Brady, Montana, for instance. 


I do not mean the gallonage, but how many plants they 


nh} 


Vaeinalise is ed eee 


OM + 


astee 


ile) aut aah walle ol Meee ohne ‘it? tole. wont . 
gc ors Ve totitad ame a aangalpuny etamtbes, werdtty ok 


: my a J cst Wixita ‘pay tHE 4 Re ate eseds. ‘te ome ot i Wists 


nt i eat oP Ewe he rhs Teme a BEEE uit Lone t0 abata ows. wat ‘<O8 


Bras Bh i 1 


. iy a pee 7 a sat eric) teas | i bats wee wom 3 ae bak ee a | 


Lag woos 2 * /bbroherusced fit, but ates, su oan ¢ 


“adie i on Tee 
bt ko analbetego: ante ieee 


: i [ker thes e 


Cari [ove alii eg aN Oi 28 bite owdulrnte ‘petit ; 
Fon 0b T' yom, a i 


re: a ee 
‘Ab. okt Ana Mee hats, fon ih sor | ee 
ait rh ; ; i 


ee 


Meets) hen tee: rosin 8) aie aM y 


are Herre: Ve. Saom, Jon bib t 0 


id itt ihre Sate eee eRe, WReA ‘Yon of poe bil ‘pe of 
hort ih Boerne areal OMR: afdwtee., aia tnaaxe “et: i?) i 


i Be a “ ; Re ike ie ee 
wt ond AUy SS ee rake sit 1m, va ‘qedty Py 
ee ay. ~ ue - eg AU 
ns 5 bo Eb: 4 rs a a Ab Gany: ny {iz ‘eae. Leen ba aebera a 
- ep ye) ae aa ; 7 ) 
| , 


2 + a 
A534 eure. | 
or See! 

ae ees 


pee eae 7 hese) 
n> 


< ae i rh Pe 


= ' 


rs 


oe, -10 ,891- 


F. O. Dempsey 


have got, for instance? 
A Just one, to my knowledge. mach one of them has 
one pliant. 
ie How is the gasoline dispensed at that plant at Brady? 
A At Brady, it is dispensed, part of it dispensed, through 


the regular pump. 


g Retail vending pumps? 

b Yes. 
Yes? 

A And I understood that most of it was dispensed to 
farmers in barrels. 

Q w Ss0rt.ot & combination outlet, the Farmer Co-ops? 


A Wee. They are all pretty’much identical in that they 
have storage tanks on railway sites and they could take 
delivery in tank cars or tank trucks, I imagine, and 
barrel it themselves for sale to the farmers. 

@ Something very similer to the British American dealer 
distributor in the new set-up? 

A You are referring to the plant? 

Q The plant, yes? 

A Yes, something similar. 


Q In that there is a retail half of the business, with 


retail vending pumps, and & barrel-filiing plant 


wholesales outlet? 


A Very much the same. 

q Excepting that they are on fie urea ciroadi 
A Yes. 

Q And the storage is vertical? 

& Tt is above ground. 


Let us go back to the ola B. A. system or the pr esent 
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Imperial system, there are no retail facilities there? 
No. 

I do not think there ever were nt any Imperial agency? 
Not that I am aware of. 

Or there, As aeency under the old system? 

No. 

if “we take the old B. a. agency and super-impose a 
retail outlet in connection with it, then we would 

have this Form go-op. slant you saw in Montana? 


That is the idea, yes, 


and it would be about the sane size es a good-sized 
Bok. station, as it was in the old days? 

ie noemie “SCAtt On... ea Ss 

The old agency? 

“ell, could I answer that in this wey. The werehouses 


were very much similer in size, and the amount of storege 
Mas Very much simiiar in size, 

Physically, as far as you could see it, sitting sbove 
ground, these three Co-ops at Conrad, Sunburst and Brady 
were pretty much like the B. 4A. plant as it was before 
this year with the addition of some retail facilities? 
Noe, clr sy 

MR. PLOTKINS: Can I ask a few Questions? JI will ask 
Mesv or the questions of Mr. iililer because LT think he 


will be able to answer them orobably better. Now, did you 


ask any of these refiners that you interviewed what made 
them quote you that particular price? Did you try to paint 
to them the wicture of the competitive conditions you were 


onersting under in Canada here when you represented yourself 


as @ jobber? 
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EF am afraid I do not understand your question, 
Me. wlotkins. 
Have you any experience in the marke ting end of this 
business, of the oil business? 
NO, my experience has been purely in the asvhalt business. 
Rhetets. all thanks? 
MA. FRAWLEY: If I might ask you one question. ‘You seid 
&@ moment ago, when I LNVo Seo Red mee UALmONS arose wf, 
that the delivery to these Farmer Co-ops you call jobbers 
in Montana, was by tank car and not by tank truck? 
Yes. 
You agreed with my sugcestion? 
Yes, I agreed with that. 
Perhens I might just recall this to your mind. ‘Were you 
told the reason that wes a tank car movement out of the 
refineries there was that the railways took away the 
residue, the heavy fuel from these refineries in Northern 
Montana, and that they respected the railways to the extent 
that they insisted on movement from refineries to other 
Montana consutintion be by tank car. | 

ALFRED HERBERT MILLER, recalled: 
Peels Mieght [ask a few questions ‘of Ir. Miller 
before he goes on with his testimony in regard to the last 
Yitness's evidence? 
TI" CHAIRVAN: Yes, we might as well finish 
that up. 
MR, PLOTKINS: Mr. Miller, you are the Sales Manager of the 
British American Oil Comvany? 
Right. 


And when some jobber comes to you to get »rices, do you 
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place yourself in the position where you visualize 
what other refineries are likely to give that jobber 
in the matter af prices, or other jobbers are likely 
to give him, in finally arriving at the orice you feel 
would be competitive? 

A I suppose we do. In other words, we have a price, at least 
we have prices from time to time that we change and very 
according to erude, production prices or general marketing 
conditions. We generally consider a jobber in accordance 
to the volume he will buy. JI think that a jobber who will 
buy 1,000,000 gallons in a year would be entitled ty e 
better price, if it possibly can be given, than a jobber 
who buys 250,000 gallons a year. 
nhete is quite, légitimate, is it, not, Mn. Miller? 

4 That is, as far as we are concerned. I do not know what 
other people are doing. 

Q Now, consider the refiner in Kevin, Montana. Take the 
Big West. That is a typical refinery, and doing a big 
business in Canada. Would not the Big “est Refining 
Comprny in making a quotstion to a Canadian jobber 
ascertain what the major refiners in Alberta would be 
likely to quote, either direct or through a jobber 


customer, before arriving at a price to quote possible 


purchasers for export to Canada? 


A ¥ do not know, Mr. Flotkins. I do not know what they do; 


how they base their rrices. 1 imagine some people down 


there if they are producers and refiners would quote 4 


lower price maybe than a refiner only, @ man that is 


not a producer. As to how they strike a basis for their 


prices up here, that is pretty hard for me to say. 
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In other words, would they not know what the majur 

jobbers in the province are getting, and we will say 

On standard gasoline a 6¢ spread between the tank wagon, 

the final tank wagon and the price quoted, and endeavor 
tomes te it? 

AS I say, Mr. Plotkins, I do not know how they arrive 

at their information. They may have representatives up 

here keeping them posted as to what prices are being 

secured by jobbers, but I think there apain it is) harde 
Right out at our door there are many prices being quoted 

to jobbers today that I am not conversant with; so I do 

not know how they could be conversant with them down there. 
For instance, I du not know what you pay fur your products 
and I da not know what the North Ster pay for their préducts. 
The only thing I know about jobbers prices is what the jobber 
that we do business with pays us. So if they do «now, they 
must have somebody thet acquires that information up here. 
You know what you give your own jobbers, and is it not 
likely what you are giving is abuut the average spread or 
you would not retain the business? 

I do not know, Mr. Plotkins. “e have some regard, at least 
jobbers who buy from ug have some regard for quality. As I 
said the other day, the Great “est Distributors who we sold 
100% their requirements could go down south of the line and 
buy, or could have done on many occasions during the past 
four or five years to my knowledge and bought there cheaper 
than they can buy from us. 

Through what points? 

‘Through Alberta points. 


On the average they can buy cheaper? 
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Tedo n6t know, on the average, but I believe through 
Alberta points - the Great ‘est Distributors aperate 

I think according to this map at 130 points in uslberta. 

I do not know how many points they would wish to supply 
from Montana, but I do know that they could have gone 

to Montana and bought at lower prices than we were 
prepared to sell for. 

You said a moment ago you had 100% of their busi ness? 

@uite right. 

So that they were not free to pick the territory where 

they could lay down their goods much cheaper except at 

the risk of losing their connection with you at the other 
points where they could not successfully compete. Is that 
not correct? 

Oh, I do not think so. We do not feel when we have an 
aereement with a jobber -and that also applies to the 

Great est - that if there are conditions which we cannot 
meet and whereby we are satisfied that they can do better 
elsewhere, we have in nearly ell cases forgotten that there 
was anh agreement and pnermitted them to go and buy where 
they tel ty fits 

Now to come back to the american refinery in Montana, 

would it not be fair to say thet the prices that they 

are now quoting that have been given in evidence by 

hir. Dempsey, is not nearly as low as the price that the 
Imperial have disclosed to this Commission on the jobber 
price f. ©. b. Calgary? 

I do not know what the Imperial have quoted. I have never 
read their evidence. I do not know their price. 


Would you say anyone could successfully bring in standard 
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gasoline, 70 to 72 octane from Coutts and lay it down 

at the prices quoted by Mr. Dempsey, lay it down in 
Calgary and continue to exist in this business? 

f‘do not think they could, 

Beg pardon? 

I do not think they could. As I said this morning, 

as ametter of fact, our tank wagon prices in Calgary 

are lower than they are at the Montana refinery -00in ts, 
Therefore, if our tank wagon prices are lnwer, it does 

not seem possible they could go down and buy and bring 

it in and make very much money. 

MR. HARVIE: Unless they can buy cheaner there? 

Yes, unless they can buy cheaper, 

WR. PLOTAINS; Then why do you conclude there is dumping? 
py Virtue Of the prices we quote. J am not talking Calisary, 
fam talking alberta, I am not talking of any part of 
Alberta. That is up to you to figure that out. You know 
as well as I do, Ivsupnose, that south of the Line’ here, 
south of Calgary, many of these prices you have been made 
acquainted with there, would permit a man to lay down et 

a lower price than he could buy for on this side, down in 
that area, and that there is ample evidence that the 
prices are lower to a Canadian buyer so long as he brings 
it back into Canade, than they will sell their own jobbers 


for jn. the State of Montana, And that is whet I refer to 


as dumpine. 


Would you care to qualify that word "jobber"? “hat do you 


say constitutes a jobber? The reason J ask you that is, 


Mr. @alverson when he was on the stend gave us a typical 


picture of the conditions that exist between their eomnany 
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and the Co-operative, or the Maple Leaf and the Alberta 
Oil Consumers or the U. F. 4. Organization, and there 
was a similer condition and their commission was 2i¢ 
against 6¢ jobbers spread. So is it not a similar 
condition that Mr. Dempsey has painted \Torvustthis 
morning and in reslity not e jobber in the true sense 
of the word? 

I do not get your point. 

“hat do you say constitutes a jobber? 

“@lL, I would say a jobber in the oil industry is a@ man 
who has storage equipment and facilities in which he 
could sell products by tank wegon to other people for 
resale purpnoses. 

Do you give the same price to all jobbers whether they 
are small or lerge? 

We? 

Yes? 

Speaking for our company. 

Yes? 

No, sir. As I said just now, we figure our quotations 
according to the volume of the business. | 

vould thet not be true also of the Montana refinery 
in dealing with jobbers? | 


rao NOU. KNOW. 


Te it not Logical to assume thet wuld hold true, or do you 


assume it will hold true? 


It does not aprear to be holding true when you consider 
these prices and when you consider the imports into 


Canada, and when you consider the small quantities thot 


@ number of these importers have purchaseé and brought back 


into Canada? 


(Go to Page 10,899) 
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Mr. Miller, “ould there not be another reason that 

would permit or that would allot the Montana refineries 

to disregard strictly the guestion of volume in arriving 
at prices to cuote jobbers? 

I do not know, Mir. Plotkins. I think the best answer 

I can give you is that we have made a Survey and secured 
quotations anda we know and I think you know thet those 
quotations are lower than in smell quantities for export 
into Canada, than jobbers in the State of Montana buying 
larger quantities can buy fox. Now that is ell I can 
Saye 

Buying larger cuantities? 

Yes, because as I said this morning the tank car price 

in the State of Montana is 23 to 3 cents bélow the tank 
wagone 

That is the €pot tank car? 

So far as we can find out it is 23 to 3 cents below thc 
tank Wagone 

Yes, Nov what is the contract tank car price in the State 
of Montana at this time? 

I eannot tell you. 

Wow do you knov there is such a thing as a “contract” tank 
¢ar price in hiontana? 

My people tell me that there are no refinery door prices 
according to that wiro and thero are no special. pricesto 
jobbers, There are only two pricos, namely tank wagon 
and tank care. 

New would you quote a Canadian jobber the same price if he 
said "I will buy today and tomorrow I might buy somewhere 


else" or would you guote him a better price if he were 
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Willing to undertake a contract with your people? 

That would depend, Mr. Plotkins, on whether we wanted 
that contract, whether we first of all wanted to supply 
that jobber because I do not think there is anything 
illegal in the matter where we do not wish to SO. evel 

do not think we have to. in other vords. I think we 

are quite permitted to refuse contracts if we so wish. 
We have always felt that we had the right to select 

our jobbers and so forth and whom we would like to selle 
We are not desirous of selling all jobbers. 

No, that is perfectly legitimate, there is the matter of 
risk and ability to pay their bills and so forth? 

That is right. 

But coming back to Montana. you see the position is. as 
I know it, is that their tank car market, as you Say, 

is there all right but there is also a contract merket 
which has the effect of establishing an f.oeb. refinery 
tank car price whieh the International, to my knowledge, 
post at their door. Now that price, well IT am not 
familiar with it, it is considerably lower than the 
prices which Mr. Dempsey has brought back and that is why 
I would like your comments on that phase of the situation 
in Montana? 

You mean by that, that there are tank car prices in the 
State of Montana for Srd Grade white Gasoline lower than 
53 cents per Wine Gallon. 

I am not speaking about drd Grade, I am talking about 
Standard. 


Well do they have ord Grade prices in tank car on the 


same basis? 
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Q I tell you I do not know but I do know there is a new, 
to the best of my ability I think: this is correct. 
there is a definite tank car market for standard grade, 
that is the Q@-brand and I would like your comments on 
that, why you say in the face of that situation that 
exists in Montana, why you say these refineries are 
dumping when they are selling at 1 cent oz 1$ cents 
over that tank ear price? 

A well, I said there, Mr. Plotkins, that the tank ear price, 


so far as we know is 2§ to 3 cents below the tank wagon 


price. 
q YeSa 
A Now, if you know of some other contract jobbing price 


or some special price, I have not got that information 
and maybe you can tell me what it is.- 
Q I just wanted to ask you if you had considered tho matter 
in view of the fact that there is such a thing. 
Can you tell me if there is? 
Yes, there is. 
£Znd what is it? 


A 

Q 

A 

Q YeSe 
A gnd what is the tusis? 
Q 


Fardon? 
vA) What is the basis? 
Q It is the refinery based on crude so far as I can find out, 


to a point. The last time I saw it posted in the lobby 
of the International Refining Company it was 7.2 or 7.el and 
it varios from day to day and month to month, 

vi To whom? 


Q It is the posted price, to whom? 
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The posted price to the trade. 
Tank car? 


Tank care 
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“ell as I said, those are the prices which we have and 
those are the bases so far as tank car prices go, that 
we know of end the only one. 
Q You see, Mr. Miller, the reason I am emphasizing that is 
that complaints have been made to the Dominion Government, 
I know I have complained end they have gone down there and 
investigated and they have decided there is no dumping 
at the present time based on those facts and that is all 
I wanted to draw to the attention of the Commission and 
Z thought you were familiar with the situation and I 
thought you might give us your comments. 
vey js I said, I am not familiar with any other tank ear prices 
than these; our people tell us these are the only tank 
car prices in effect in Montana, 25 to 3 cents below 
tank wagone | 
Q While we are on that subject ---- 
A Our office is right there, True it is the office of our 
producing company. Mr. Jchnston is very familiar, having 
lived there 81] his life, with the marketing conditions 
in general and that is, that is his reply to the inguiry 
which I made with wires also attached, and I figure 
he kes surveyed the picture and he advises us there is 
only one tank car price, 2: cents to 3 cents below the 
tank wagon price and I really think he is righs. However, 
we will find out and Mr. Frawley can fina out tooe 


Q Now while we are on this subject, Mr. Miller, you will 
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notice that Mr. Johnston informs you that the spread 
below the tank wagon price or the tank car market is 

25 to 3S conts? 

Yese 

what have you to say cs to why that should not be 
sufficient here for a spread instead of 6 cents? 

“@ll, as I said, I am not familiar with other people's 
prices and I know this, we do not make any quctations 
here at 6 cents below the tank wagon and tank cars. 

Our tank car price in Canada to an individual tank 

car buyer, a man who buys a tank car onee in a while 

in. the Frovinee of jlberta, I think is 35 eents below 
the tank Wagon. 

tvoLgo lt near that? 

4 Man buying @ tank ear today in Calgary. he would pay 
3z cents below the tamk wagon, 

Yes, but we have had evidence here introduced by the 
Imperial that every jobbing company with one exception, 
has 6 cents spread on a few brands and we have evidence 
from them that their marketing costs are 4,28. and yet 
we find in Montana, of course I vill admit that is not 
the whole picture, but we find in Montana on the face of 
1t thet there is only 23 to 3 eents spread between the 
tank wagon and the tank car, does that not mean, Mr. Miller, 
that the marketer in Montane only has 22 to 3 cents to 
market, I mean as a marketer? 

“jell now, you have haé a lot of experience, Mr. Plotkins, 
in the :merican market apparently, and I think if so you 
will find that the average spread between tank car and 


tank wagon throughout the Unitea states is very much 
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Nurrower than it is in Canada. The majority of tank 
car buyers in the United States sell mostly retails in 
other words, the big Sales in the United States are 
consumed by cars, trucks, buses, and not by tractors 

as they are up hero; secondly the average tank car 

buyer buying 23 cents or 3 cents below the tank wagon 

market, he enjoys the retail spread between tank wagon 
and the price to the consumer in his business of another 
3g to 4 cents. He enjoys a differential between the 
price he pays for his tank ear and the price he sells 
it for of about 7 cents a gallon but here it is a 
different picture. 

Q MR. FRAWLEY: Mr. Miller, you see you are 
going away and we will not get the benefit of putting 
some Of thin - later evidence to you so I put it to you 
now, I put to you my information with respect to the 
prices at which the farmers can go down to the refineries 
and buy it, so you will have that before you and if you 
want to comment on it you can comment on it, because you 
will not be here when it is going in ---- 

A “ell, Mr. Frawley, I may have before I leave here some 
invoices and some of the prices confirmed by invoice 
waat farmers, jobbers and other people are paying for 
these products in the State of Montana and if we have, we 
will be glad to let you have it. 

Q If you are going to supplement this information - fine, 
but I am going to put it to you that farmers can go down 
and buy gasoline at the Big-West Refinery for 8: cents 


U. S. Gallon for 68 to 70 Octane and 6% cents, ‘sine 
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Gallon for Srd Structure; but Mr. Trimctile, however, 

who buys in large quantities, pays 5 cents for 3rd 
strueture and 7 cents for 68 to 76 Octane, those are 
prices that might assist you in putting this presentation 
before this Commission. 

Mr. Trimble is buying lower than the lowest price we 

have given you because our lowest price is 5s cents. 

But as Mr. Plotkins says if Mr. Trimble tried to lay 

that down in Calgary, he would find it would pay him much 
better to go to the Imperial or yourselves and get the 
Great est price or the North Star price? 

Well there must be a reason why he does note 

Yes, because he does not come into Calsary, that is why, 
he looks after that Southorn fringe and that is the whole 
story. 

Mae RLOVEING: Now while we are on that there 
is an economic reason for that too, and I want to go intc 
that to inform the Commission, do you know that there is 
a freight differential between Sunburst or Kevin and 
Coutts, Mr. Miller? 

I em not conversant with the freight rates, Mr. Plotkins. 
We are making inquiries on those freight rates today in 
view of what Mr. Frawley seid this morning. 

Yes. Wow to lay down a gallon of gasoline in Lethbridge 
we will say, the shipper or importer will have to pay 
whet is known as the combination freight rate and that 

4g we have to pay 7/lOths of a cent a gallon to ship 

from Sunburst to Toutts and from Coutts to Lethbridge it 
4s the normal CPR. rate to Lethbridge, whatever it is, 


so that the combination of the two, and that is why it 
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is known as the combinstion rate, is higher than an 

equal distance in Sanada on the GePeRe, SO is that not 

the reason why there is so much trucking, the reason 

why so many millions of géllons are coming into the 
southern fringe and so much trucking is going on? 

Because of the high freight rates? 

Yes; because it can be trucked in so much Lower than 

by shipping. 

I have already mde mention of that fact, that the 
freight rates in the West are very considerably 

higher than they are in Fastern Canada and I said they 
are out of all proportion and I saiG they are too high 
and always have been too high but we cannot do very 

much about it. 

Wetl then, is it not weasonable to say to the Sommission 
that after all the laid down cost is the matorial thing 
and the f.o.b. refinery costs, when we come to consider 
comparisons or prices? 

Well that depends, Mr. Plotkins, as to what you are 
trying to arrive at. I do not know whethex you were 

here at the commencement of our discussion of importations. 
Vhat we say is that we have not got sufficient protection; 
in other words, there is a dumping duty on gasoline, there 
is a dumping duty on crud?. js I said the other day, 
importations are being made into Genada according to our 
analysis below the actual costs of producing the product 
in the United tates and that particularly supplies in 
Hastern Canada; in other words, as I)said, if the price 


of crude is ,1.25 and the man cannot sell his erude, well 
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he puts up a little refinery and he runs his crude and 
then he gets it into Canada by reducing the prices below 
his crude net back of 41.25: in other words, he might 
be satisfied to take 1.00 net back for his erude or 

80 cents and that is the point I have referred to. 

But Mr. Miiler, is that not a normal play of competitive 
forces and is that not what we want? 

“@ll, I do not know whether we want it or not but I will 
sey this, Mr. Plotkins, if everybody is going to sell 
merchandise in Canada helow cost it is just going to be 
too bad on the people who aro trying to make a livelihood 
tn this country. 

“hy do you say it is below cost, Mr. Miller? 

Because as I say, it is below our cost. 

Below cost? 

Or below the cost of anybody else who is content or 
paying the field price of crude. 

When based on the posted field price of crude? 

Yes, 

so that if another oil field is discovered that permits 
of cheep production, cheaper than what the competitive 
field price of crude would be. you do not want it to 
assert itself, you want to maintain the price at the 
competitive figure even though tne price of production 
of that particular field is lower than some other field, 
is that what you mean? 

what I said, Mr. Plotkins, was this, that we should not 
pe expected to compete with people that can put their 
products into Canada below the field price of crude plus 


the manufacturing costs, 
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Below the field price. I did not get the last words? 

plus the manufacturing costs. 

MR. HARVIE: Your reason for that being, 
Mr. Miller, if I may interrupt, is that you have to pay 
the field price of crude or you are charged with a dumping 
duty? 

Quite right. 


And by a person rofining crude in Texas, if that is the 


result ~--- 
MR. FRAWLEY: Or in Montana. 
MR. HigVIE: Using Texas in this case, 


who then sells ct a figure that nets back less than 
Pienoees thaters thewfierd price, then you are put at 

a disadvantage through the operation of the anti-dumping 
duty laws? 

That is right. 

MR. FRAWLEY: Unless that man when he gets 
into Canada maintains your prices, sells at your prices? 
He doesn't get into Canada. Mr. Frawley. He. selis it to 
people in Canada. 

4nd gives the consumer a price then less than he would 
have to pay if he bought at your prices? 

THE CHAIRMAN : & wonder if I understand this 
aright? My understanding of Mr. Miller's criticism of 
dumping is this, that he has no objection to the Montana 
refineries selling their products at whatever price they 
Gan manufacture and sell generally but the fact is they 
get a surplus that has nothing to do with their normal 
operation or their normal market and simply because they 


can get out of it practically what it costs them, giving 
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them a little greater volume, they dump that -- 


a That is quite right, 


a He is quite willing to mect competition as such but not 
to meet a pure Surplus that is created and used for 
ruining somebody else's market, without any great 
advantage to their own? 

That is right. 

Q Except to slightly increase their own volume? 

va) Yes. 


MR. PLOTKINS: Mnd I quite agree with that 
situation if that is the situation. 

Mn. FRAVLEY: That is whether or not the sale 
price into Canada is less than cost. 

THE CHSTRMAN: whether it be right or wrong, 

it would appear to be the public policy of Canada to 

prevent so-called dumping, otherwise there would be no anti-~ 


dumping laws. 


Wi RA BY * Yeso 
THE SCHALRMAN: And now with whether or not 


that is a wise or an unwise policy we may or may not be 
concerned, - perhaps we are concerned with anything which 
will make for wisdom in connection with this industry, 
perhaps we are. Perhaps we are quite within our scope 

to say to his Honour that we recommend that His Honour 

press upon the Provineial Legislature that they in turn 

invite the Dominion Government to do something about duties, 
soe Ls not very Tar away at all, - in fact 10 might be of 
very vital importance so far as our recommendations are 
coneerned and what happens cfter thst we have no concern with 


at all, but it may be the sensible thing to do and therefore. 


oa : 

é ’ 
rons a 
re = 


Se 


. we 
Bes e 
we. 

= oo 


x 


%, 
if 


fia a8 
. = 
awe rs : 
" + F 
af 
zy a 
ae a 
< ‘ 
ore at 


¢ ween oa 
~. Sa 
tr. 


had . ry 
% 3 = 


- we 
Be. 
; : * 
: on 5 
mai ve tot 
é “+ 
33 = 


C-4 


git =F EO, 910 anf 


As He Miller 


the sensible thing to recommend. 


THE CHAIRMAN: I mean that something be done 


about the tariff if the evidence leads to that conclusion, 
and secondly, if anti-dumping laws now in existence or 
others, which will have a better cffect, would not only 
be put in effect, or if in existence, enforced. We 

are coneerned with all that. 

MR. FRsWLEY: All I am saying at the moment 
is that there has been no case in my mind made out that 
these refineries in Northern Montana, that their export 
prices are less than their costs. 

LITNESS : I think after you see these 
records, you may not think that. 

MR. FRSWLEY: ‘hat relation is there to 
cost, we have not, we have been struggling to get one 
man's costs down there and we have not even attempted 

to get anybody else's eost --~ 

THS CHLIRMAN: Well, it strikes me, we are 
told that our immediate competitor of the Turner Valley 
field is Montana --~-- 

MR. FRAWLEY: Yes o 

THE CHAIRMAN: And the very minute thet we 
come to get down to finding out something about Montana, 
it is all clothed in mystery and fog. I am at a loss to 
understand thac, Our next door neighbors, We ean find 
out what they can do in Texas and the Gulf situation is 
no trouble to us at all but we cannot find owt what is 


going on in our backyard. I do not understand it. 
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MR. FRAWLEY: These fellows' Sunburst 

costs if we ever get them, they are going to throw a 

HOG Of Ticht on the sub ject. Mr. Miller has not 
attempted to say, as I see it, that these export 

prices are even, = never mind costs at all, - are even 
not the average refinery net back. That is what 

Mr. Cottle and Dr. Frey «re working on, that is if 

these export prices represent the average refinery 

net back. 

THE CHATRMAN: 4ll I am wondering about is 
the best way to get at this. “8 have had two people, 
Mre Miller and Mr. Halverson, who are very serious in 
making these statements, and Mr. Miller supports it 

in the fashion we know of. You offer some criticism 

to that and that criticism may or May not have weight, 
éven as the evidence may or may not have weight with Us, 
but what I have in mind is that it ought to be possible 
to remove any doubt, perhaps it is not youses, “but. 7 
Gid get that impression that the minute we touch Montana 
we are lost. Nobody knows anything, that somebody else 
does not say is wrong. 

MR. HARVIB: Io sympathize with your 
Lordship's comments on that and I would like to explain 
the position of our company. We do do business in Pexas 
and Eastern Canada and we know what happons there bocause 
we are in the business but in Montana we do not do business 
there. We have made qa conscientous and determined effort 
to find out all we could but it is not complete, 

THE GHAIRMAN: You say you are not in the 


same position as if you were doing business there? 
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MR. HARVIE: That is exactly it and if we 
were doing business there we would know the exact cost. 

as it is now we are only an outsider who can go down there 
and get such information as we can get from inquirys 

THE CHAIRMAN: Not to prolong this interjection 
unduly, Mr. Miller is going to give furthor evidence but 
it has been suggested here that Mr. Plotkins does business 
with Montana. 

MR, FRAWLEY: Well he can speak for himself. 
Not to any great extent now, Mr. Plotkins. 

MR. PLOTKINS: No, I am a prodscer in Montana 
and I am familiar with conditions but I do not think I 


would be qualified to give costs. 


THE CHA IRMA WN: who do you think would be? 
MR. PLOTKINS:; That is what I was going to 


Saye Mr. Johnston, who is a member of the British 
American Producing Sompany with headquarters at Shelby, 
and also a refiner and marketer of wide experience and 

at present the president of a new organization that 

is producing and refining in Montana, in Northern Montana, 
I believe that if he were made available here and was told 
what was expected, what information was wanted, I feel 
that he is quite competent to give itand then there is 
another man down there, Mr. Peak, that is a former 
employee of the Maple Leaf who is now Sales Manager of 
the Northwest Refining Company and he has very wide 
experience and he should be in a position to give us the 
true etmpetitive situation in Northern Montana, that is 


the refiner's position in Northern iiontana with regard to 
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Canada and with reference to the other States in which 

they market. 

THE CHALRMAN: ‘shat Company do you say he ig 
with now? 

Mr. PLOTKINS: He is with the lorthwost 
Rofining Company at “utbank. 

THE CHITRMAN: “ell you mentioned Mr. Johnston, 
is he associated with your company, Mre Miller? 

WITNESS: He was, sire He looked after 
our production in the State of Montana before we came out 


of there and he is now in business for himself. 


Q He is not connected with your company? 
i No, sir. 
Q I mean you cannot command his ettendance? 
vi Ohyg Nos 
MR. HiRIVE: That mattcr came up in connection 


With the pipeline here and we had a lot of information from 
him and it is on record that he is in no way under our 
controle 

MR. PLOTKINS: I am satisfied he would be 
willing to come up here if Mr. Frawley, Commission Sounsel, 
would ask him to come up and give us the benefit of his 
knowledgé. 

THE CHAIRMAN: You feel that he is qualified 
amd willing to come? 

WITNESS: DY O PDO Thu ics ween bre Gute 
would have actual refining costs in the State of Montana 
because ho never has refined there. He aia retine gt 
one time, at least he was with a coneern that refined at 


one time at Soutts, jlberta, which was the Northwest 
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Deloraine, which refinery ho bought out but Mr. Johnston 


was in charge of sales and not in refinery operations. 


THE CHAIRMAN: And not refinery? 
a NO; sir. 
Q MR. PLOTKINS: Mrs Miller, I think you are 


mistaken, Mr, Johnston was prosident and general manager 
of the -- 
Quite right. 

Q iI do not recell the rofining name of the refinery in Shelby. 
Montana, for a number of years. 

Ls He was vice-president and sales manager of the Northwest 
Deloraine Company at Couttss 

Q But previous to that he owned and operated, with his 


father and other associates, a refinery at Shelby? 


A At Shelby. I was speaking of Coutts. I did not know 
tha t» 
Q Snother thing I wish to point out to the Commission, 


Mr. Peak's Company markets in Canada ---- 

THES CHATRMjN: Who is Mr. Peak? 

MR. PLOTKINS: He is sales manager fer the 
Northwest Refining Company at Cutbank and they market 
through the 77 Oil Company and their operations are 
open to scrutiny 

MR. FRALEY: ve have their prices, 

[R. PLOTEINS: I meen the refinery costs 
of the Northwest Refining Companys 

Me. fRAVLEY: I would bo very happy if we 
could get the Northwest's refining costs. 


WITNESS: Of course, Mr. Chair an ---~ 
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MR. FR&WLEY: I do not think for a moment 

Mr. O'Neil would give us the Northwest Refining costs. 
WITNESS: I think you are doaling with 

a different refinory, operating under an entirely 

different basis, without the Stabilitywhich there is 

end has to be to a company such as ours or other major 
companiss in Canada. Some of the small refineries in 
Nontana, take Hole Brothers, as they were formerly the 
Highway Refinery in Montana, is in a very similar 
classification to the Highway refineries that operate in 
Saskatchewan, small Skimming plants; possibly since 

that he has added to his facilities but £ do not think 
their operations can be compared in any way shape or form 
with our operations in Canada; in other words, they are 
operated entirely differently and not only are they 
operated cntirely differently but they do not have to main- 
tain their operation to give that stability to take care 

of the requirements of ‘Jestern Sanada, as we discussed 
before. 

MR. FRALEY: Of course I know with all due 
respect to what Mr. Miller says, if I could get before 

this Commission the cost'of a 2,000 barrel a day operation, 
ZI would be very happy to get it and I would make all proper 
requests to have it presented but I do not think it is 
possible to get thate Ve are working on the Texas Company 
now and we will know ina matter of days whether we will 
get its 

THE CHSIRMAN: Let us explore this for a 
minute or two and it may be well worth while. Now why is 


this so impossible? 6 have, as I understand you and 
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£8. He Miller 


I-have not checked up the Statutes or the regulations 
made thereunder, but all Counsel seem to be agreed 
that we have anti-dumping laws. 

Mik. FRAWLEY: YeSeo 

THE CHAIRMAN: which pertain to oil and 


gasoline, crude oil and gasoline. 


MR, PLOTKINS: sand kerosenee 
THE CHAIRMAN: Yes, Now then there must be 


Canadian officials charged with the responsibility of 
knowing whether or not dumping is going on. 

MR. FRAWLEY: Yess Mre “hite, the 

Customs colleetor at Coutts, and Mr. Legg, the auditor 
Who audits his books, he lives in Calgary, those two 
gentlemen I have in mind, but I cannot do anything about 
it, as this goes on from day to day but I am going to 
bring you that information before we stop. 

THE CHAIRMAN: You have in mind exploring it 
via Dominion Government officials? 

MR- FRAWLEY: Yes, precisely that and 
Customs Brokers but I now accept the B. g.'s statement 
about it and then ge on from there. 

MR. PLOTKINS: It just occurred to me that 
we can go considerably further. I got into trouble 
with some “mporters down in Minnoapolis and the Dominion 
Government has power and it does send its accountants end 
its officers right in to the refineries, away down into 
Louisiana to check their costs, to check their operations 
in their entirety. Now surely the Dominion Government 


can do the same thing in Montana. 
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Ge He Miller 


MR. FRALEY: That has been done but you 
cannot do it just by the Simple expediency of having the 
Dominion Government officials go into the Texas Company 
at Sunburst ané then bring the costs up hero. 

MR. PLOTKINS: Phat is what they have done, 
if they saw fit, before they agreed to certain values 

for salcs tax. 

MR. FRaVLEY: Yes, for their purposes but 
the Texas Corporation would not permit them to bring that 
information to this Commission, would not permit tho 


Federal officials. 


( Go to Page 10,918 ) 
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A. H. Miller. eo ane 

MR. PLOTKINS: That is a different matter 

but if there is an accusation of dumping surely the public 
is entitled to know. 

TH: CHATRMAN; I do not know why - there may 

be a good reacon, but L do not know,if there is an of ficial 
of the Dominion Government why he should not tell this 
Commission anything he knows, if it igs vertinent. Do you? 
MR. FRATLEY: If he went under the Customs 

act into Mr. Macleod's client's refinery at Sunburst and 
looked at its costs for the purpose of satisfying himself 
that there was no dumping or there was dumping and he sends 
that information to Ottawa and he gets that by virtue of 
his position under the Customs Act and doubtless under an 
International arrangement, I do not know. But I would 
think that he would not be able to diselose that to anybody. 
fis CHAIRMAN: If that is a subject of Inter- 
national treaty it is all right. But if it is not----- 

MR. PLOTKINS ; Eo not DGlieve ai sgeiae way 
J understand it. In fact, it is,my information is that the 


Canadian Customs has a very simple remedy when they won't 


Bi ve sinzormation. They just black-list them and won't 

et them import into Canada. There is no International 
treaty. 

Pa ae Gitay ° We will eliminate the International 


treaty. That does not matter how they get it. I am only 
Surmising again. I will ask the peonle here and I will 

ask the people in Coutts. Mr. Appleton tells me the 
collector at Coutts is a very experienced man. He knows all 
about these things. I will find out if he knows the 


Texas costs and if he is in a position to disclose them. 
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A. H. Miller.. 
THE CHAIRMAN: Perhaps the difficulty will de 
gotten over in another way by Dr. Frey having the costs. 
What has been going on about that. ‘Je Should know yes or 
no about that goon. 
MR. FRAVLNY: Mr. Macleod said his people in 
New York have not notified him. They have our position 
definitely but we have no answer back. 
MR. COMMISSICNER ZIPSTTT: That dumping question. Does it 
depend solely on cost. That is to say before dumping 
oan take place does it have to be below the cost. Suppose 
you had two prices at the refinery in Montana, an 8 cent 
price for export to Canada and 10 cents for the same 
commodity for Montana consumption. Is that not dumping? 
MR. FRAWLEY: i think you are OG aevisiens 
Every invoice from a foreign country that I ever saw, it 
has two columns, one the fair market value for home consump- 
tion, so many pounds or dollars, and then the fair market price 
import into Canada so many dollars. fMThere must be a 
correlation between those two or there is some infraction 
of the anti-dumping law. 
MR. COMMISSIONER LIPSETT: It is searcely fair to out the 
question to you offhand. 
MR. FRAYLEY: Noy DP have nNoteeookecesigntcia ys 
But that will have to be disposed of substantively as 
far as I am concerned. 
THE CHAIRMAN: Even if we do not get the costs, 
the Texas Company's reply would be "Jell, the Customs 
people in Canada have dealt with this." But the Imperial 
and the B. a. seem to have a view that the Government of 
Canada has been singularly negligent in eonnection with 


enforcing the law that is on the Statute books. 


wa 
% < < 
rau 
a =i ae - 3 
> re 
: A et > 
ao ee * o 
a eee | as : 
iD od o 
te 
eu . 
< as a 
ote Paar 
7 ‘ 
+ a4 . 
i ¢ — a 
aN + : 
ow 
= 5 ie 
sy’ 
ee = 


Rime ’ a 
. 
: ts Ie e 
oe 
bi “6, 
oe Bi Patty 
es \ 
° oe 
q Pe 
-% au 
pan - 
( 
‘ : ‘ 
: ae 
ES ? 


: 
. tes 7 
5 + 

i + 


- = > 
2 Z 
= : 

Pr 
5 “ 
z 3 

S 

Bs 

or -i~ | 


oe 


4 


He iG. Miller: 


MR. FRATIOY: I will ask Mr. Miller. We ma 
some difference of opinion the other dav with Mr. Macleod 
about that. Do you point ycur finger at the Texas Company 
the same as you do the small imvoorters? 

Peto mot say at any time, ir. Vrawley; that a yroduct had 
to be sold below cost to constitute dumping. ‘What I say 
constitutes dumping, which I think is reasonably correct, 
is that when products aré sold into Ganada below the fair 
MaVKet price in the Uni ted states, and whilst I am not 
quite familiar, and I have not got it on my finger-tips, 

1 think the regulations under the Act give that quite 
pene yi don't they? 

MR. HaRVIE: I think it does. 

in other words, if the fair value of the artiele in Montana 
is 10 cents that it should not be sold into alberta for 
anything less. [I think that is what it really constitutes, 
regardless of cost. In other words, that does constitute 
dunping if they sell below the fair market value in 
Montana. 

MR. COMMISSIONER TIPSETT: “when you say "fair value" you 
mean the fair sel’ing value as distinct from the producing 
cost? 

reo, tie fair ‘selling value is the price thatertuts 
naturally sold at. 

MR. FRAVLEY: If the Texas Company were called, 
the price they pay is 6¢ cents U. S. and 7% cents Imperial. 
We have to compare, before we can come to any conclusion 
about dumping, we have to compare the prices at which that 
same refinery seils to people in Montana? 


I would think so. 
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A. H. Miller. 


Then your man cannot do that. “Te are striving to do it. 

Ve are making some analysis ofthat andwhen the time comes 
we will have to but that in. But that is a big operation 
but that is a thing we ghoula endeavour to clear up. Mr. 
Macleod is prepared to roet any allegation that there is 
any dumping in it. It stands for examination. These 
brokers are coming and they will give evidence VERY LAKGLYs 
THE CHAIRMAN: #11 right. 

MR. HaRVIE: Mr. Miller, have you got any 
further comments you wish to make On ifr. Dempsey's evidence 
at the moment, the subject covered by him, or do you wish 
to continue with your brief? 

I have nothing else. 

I believe you are at page 15 of Volume 2 of your brief? 
Right. 

And referring to statement 16 and graph 16? 

Yes. 

TH"! CHAIRMAN: At page what? 

nt page 15, Sir, of Volume 2. I was referring to statement 
16 and graph 16. There is no graph. It is chart 16 in 
this book. Page. of, Volume, 2. 

Yes? 

Before proceeding, the information shown on the statements 
covering 8 pages, I feel we shoulu deal with because we are 
coming to that later. 

MR. HarRvit: That is in graph? 

Yes; graph. It adés to the difficulties of operating in 
the Province of alberta and in that connection we sent out 
to our agents in alberta a questionnaire. We asked them to 


answer as nearly accurately as possible the following 
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-10,922- 
mes MILier 
questions on that questionnaire, which are now chart 16. 
MR. HARVIE: How recently was that done? 
THE CHAIRMAN; Page 16 of Exhibit "444" you 
aregrererring), to? 


Yes. That was sent out on January 31, 1939. It says: 


aGENT'S QUESTIONNATRE _ 
Will you please answer the following questions as accurately 
as possible. 


Name of Name of No. of years 
LOVE Lene wee vere fein Se cee OCT Ue ls bons fein wace ee 6 + AS LY) ates oo ete ehctan 


J. Total yearly sales, 811 products, delivered to the Country 
PVE OU PRCT icin Ur OCG se 4)t7e lo ol. oasis ek e & gies 

2. How many miles agent's trucks travel yearly on Country 
Sele etet ene wie ele melee et) she eae isi'e (ore: 2! ayo ai ac wile ons 

5. What percentage of deliveries would be full loads of 
rte et ty OC Cel o 30 e) bin, 6) v0.5 the es guecae ee os 

4. "hat percentage of deliveries would be part loads of 
eau mmo uch So Cerio ste ele. «er ae oe arcs score neers 

5. Would it be possible, or impossible, to deliver the 
farmers’ petroleum products when it suited your 
convenience; that is, could you start on a definite 
row, making part load deliveries until your full 
Get as pes elivered Ts sly. ssc bie 5 

6. are there many cecasions when you cannot make delivery 
espana lhom Cree bine bad (road COL LORS tye ve sip go 6) 8iei a 
ie ais WU OST OLD Ol. s Urey eiali twin hovel ateneitis Wile ie hie stetpral ole levee 

hae Doe you conducs other business in addition to our 
AGENCY Pecesceesacveserseesccserccsvce 

CU bnes On ere vou, Sole “to Make use or your trusks and other 
facilities in this other basiness; that is, you might 
haal @eravel, grain, implements, or, othér farm 


produce?. Cr eC ee 
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As Be Miller. 


9. Unless you were able to diversify your truck operations 
by other business to make use of your truck equipment, 
could you afford to make delivery to the Country on 


your present cartage remunerations?......-.. 


Ce al oe er ay te ven Oak 


iO et evou Sold all the requirements of petroleum proj ucts 


at your agency and ad jacent Verritory, that see e cae 
had an exclusive franchise, how many trucks do you 
estimate you would have to operate to take care of all 
the SEL AUDIOS S Cialaie's «it 2 g'evele as «= ioe the « alo.5 shat One ete 
ii. Why is it that small light delivery trucks are essential, 
Pome Sol USts Laree struck Sf... os vs sep ts cleo ie eae 
DOS Gp  vanney  eae i. 
agent's Gignature. 
That was sent to our agents and they replied T6.thap 
questionnaire, which replies are as illustrated on the 8 
pages in the book of graphs as shown as 15. That is the 
questionnaire, and then these next 8 pages illustrate the 
agency points. The first is acadia Velley, and the years of 
service of the agent is 10, you will notice. Total sales, 
avo? were 51,051 gallons. Now, I want to explain this next 
figure, country delivery in stadia Valley because in every 
point that is marked with an X this explanation covers them 
@ll. You will note that the total sales in 1937 were 
SiyUoL gallons. His country deliveries were 48,000 gailons. 
Vidpeid Aue to the sale of Turner Valley naphtha, which our 
ascent would come into Calgary and buy. Therefore, he has 
Shown thet as deliveries to the country and in order not 
to change their questionnaire in any way we let that figure 
Duden wine Maye marked an X and there are only a very few or 


those . So his percentage of total to the country was 
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Aes Pibler. 
154.58. His annual miles run was 10,000 miles. Now, we 
come to petroleum products. Full loads were 250 and the 
percentage of part loads was 98%. Delivery at our con- 
venience. No. “eather conditions, delivery impossible 
due to weather conditions. No. and whet feriod of the year, 
blank. Has agent other business. Yes. Is truek used 
in this. Yes. Can agent presently make delivery without 
this. No. Namber of trucks required under exelusive 
Pranciise, ].. “hy light deliveries vs. large trucks. 
Economical for small deliveries. Now, each one of these 
represents an agency point, such as sacadia Valley, «cme, 
-.rrowwood, Bassano and so forth, They are off these sheets 
there but we have questionnaires to confirn these; it you 
would like them, Mr. Frawley. Now, you turn over on to the 
last page and it gives you----- 
THR: CHATRIMAN: Yhat does "years s-e-r-y" mean? 
That is the number of years each one of these men have been 
Pets Service as an ascent. 
I just want to umMerstand that. It is the number of years 


he has been with your company? 


WR. HARVIE: That is in answer to the questions 
at the top of the agent's questionnaire, before Question l. 
Number of years as agent. 

THE CHATRMAN: Yes. 

On the 8th page there, average years of service was 5.76. 
Total sales for 1937, averaged 57,710 gallons per agency 
Pouny. Country deliveries averaged 68,505 gallons per country 
DOUG « 

MR. COMMISSIONER LIPSETT;: “hich page? 


The last page. Page 8. It gives you the recapitulation. 
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Ae tie Miller, 
Percentage of the total country deliveries to the total 
Sales is 74.80. Average annual miles run, that is out of 
a total of 883,186 miles run on country business by our 
agents the average ig 8,575 miles per agency. Then it shows 
the full loads under petroleum products. There is the heading 
Pull soads, and the percentage , in other words, is 45% 
none; 42% under 10%; 6% over 10% and under 30%; ami 7% 
Over 50% ami under 50%. Deliverea at our convenience; 
98% say it is impossible ang 2% say possible at certain 
seasons of the year. 90% say that they are hindered by 
weather conditions and 10% say they are not. 96% of these 
agents had some other business in addition to operating our 
agencies. 
THE CHAIRMAN: Where are you getting these figures? 
Down here, Sir. 
ony yoo. 
The headings are all carried through to tuis recapitulation 
of the total. 
I thought it was a continuation of the other and your 
recapitulation started in here. 
MR. HARVIZ: On page 5 at the foot there 
appears to be a summary and then the same information appears 
again on page 7, the last page? 
Piero rlchnt. 
On page 3, that is a summary of the Calgary division? 
That is a Calgary division and the others are the Edmonton 
division, and the recapitulation is the total for Alberta. 
MR. COMMISSIONER LIPSETT: The first three pages are the 
Calgary division? 
Yes, Sir, down to the first total there, Mr. Commissioner, 
and these are for the Edmonton division and the totals. 


I think we were at the number of trucks used. 77% said 


ver at 
‘ ou 
ro rea 
lees 
' 
. eee el 
wy i 
uy ! 


‘ 
cage . 
1: ae SO 
¢ 


SECT ae my 
‘ , ¥ 
y ed 
a . e ic 
oy 
cee r 3 
ne 
Z vor rie 
. “ 4 ; 
’ ay a te 
ak arya = 
sh vie fs 
fp ees OEY Evia! 4 Weg 
; ' 
es , ' 7g 
: i cae 
‘ 
. . . A 
poe La ; 
Nips \ 
ais iepen 


v0 


e 


. 


Oy 


Poets hh eT, 2107, 9e6- 


their truck was used in connection with other business. 

Can agent presently make delivery without this, and 93% 

say no. Number of trucks required under exclusive 

franchise, that is if the mn had all the business. 2% 

say 5 trucks, 2% 4 trucks, 16% 3 trucks, 45% 2 trucks, 

2% 1 truck and 3 were unanswered. “hy light deliveries 

vs. large trucks. 96% in favour of light trucks because 
economical and easy to operate for delivery of small loads 
Shevaa rosds. The total recapitalation for these, or the 
total average rather, of years service is 5.69, covering 

both divisions. wtylovsgallons is tie average gallons 

sold per agency. The amount of that delivered to the 

country is 40,935 and the annual miles run per agent is 

8,656 miles. We thought that would be interesting because 

it does give the agent's conception of this ageney business 
or farmer sales in the Province of Alberta, and later on 

I am coming to the operation, as I said the other day, 

that we had taken 21 points in the Province of Alberta 

and had tried to estimate what our saving would be if we 

did all the business ard under the existing operations and policy 
and we found there was no saving. We thought that questionnaire 
would answer possibly some of the reasons as to why there 
would not be. 

MR. COMMISSIONER LIPSETT; Just for fear there is any slip. 

ft notice in the recapitulation on the end of the 7th page 

you take the Edmonton division first. Is that correct now 

SO far as what you have given the Calgary division first? 

MR. HARVIE: Mia Geis! SOLrreca. 

The first half, Acme, Arrowwood, Bassano, Bow Island, Brooks, 


Carbon, I have the names of all the agencies on mine but they 


fieenoG On yours. 
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tie H ° Miller Cy 


MR. COMMISSIONUR LIPSET?: yf was just afraid there might 

be a mistake. 

MWR. HaRVIE: Yes, I have checked that. 

SO we say on page 15: 

assuming that one company had the exclusive franchise ina 
certain district the compuny Or itS8 agent would have to 
devote 100% of his time to the ageney business, and all 
Equipment and miscellaneous cost would have to be maintained 
exclusively for its operation. Storage capacity, trucks, 
and drum investment of the combined companies in operation 
in that particular district would have to be maintained by 
the company operating on an exclusive basis, - and may I 
interject there to Say within reason as far ag capacity of 
tanks is concerned, because I realize there are a few points 
where there might be Superfluous tanks under exclusive 
Operation, - which ig necessary and essential in order to 
take care of the peak load, which in Many areas comes in two 
eeesous of the year, spring and fall. This alsenis 
important and necessary when the large farm gallonage ig 
considered, which also necessitates additional truck equip- 
ment. 

The average farmer buys 1 to 2 or 3 drums at a time, and we 
Estimate the mileage on average Sales delivered would range 
from 10 to 25 miles the round qragake oy 

The size of farms and mechanization determine the quantities 


delivered at any one time, and just how often deliveries 


are essential. For example: Farmer "A" may operate a section 


of land exelusively by machinery. This nleht celblitvor stu ky 
load deliveries every other day in certuin seasons of the 


year, whereas in the same district Farmer "B" may be Operating 
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4 quarter Or ‘half section, partly mechanized, which would 
call for small deliveries periodically. 

ve mention that based on actual experience. 

Regardless of the size of farm or Equipment used, each 
operation of the season will vary between "A" and "BN, 

WAT may Spring-plough carlier or later than "B". The game 
would apply to summerfallow, ani more particularly to harvest. 
Harvest, being the most anxious and important of the 
operations, makes it imperative for requirements to be on 
hand immediately they are required and according to the volume 
of the work undertaken. 

I do not think there is any doubt about that either, that is 
to those of us who know western farming agricultural operations 
as we do. 

Vith these variations it would be impossible for anyone to 
regulate and bring about synchronization of deliveries in any 
particular crea and consequently deliveries and service, under 
existing operations, are made to suit the requirements of tt 
consumer, permitting him to tiy what he considers is best 

for his particular requirements, if, as and when they are 
required. 

In theory it might be considered that reduced Mileage and 
more economical delivery could be mace by large trucks 
carrying large loads. It is found, however, that this is 
utterly impossible and uneconomical Jue both to weather 

and bad road conditions, even if large deliveries could be 
arranged, and from the actual experience of many agents in 

the field due to higher operating costs resulting from 


heavier gasolene consumption, license fees, depreciation, ete. 
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A. H. Miller. Dae 

Many of our experienced agents have in recent years found 
it more economical to operate a light delivery truck: for 
farm deliveries in place of larger equipment. 

Ve have analyzed 21 Small, medium and large points now in 
Operation and the information shows that the present form of 
competitive wide distribution is more economical than by 
Cperating under an exclusive franchise in any territory. 

fn order to make a fair comparison we have made three @lass- 
ifications, namely: omall Agencies, Medium Ageneies and 
Large agencies. tf may say that when we go into these 
figures further the small agencies will show definitely 

a greater cost by exclusive Operations and the medium ones 
come next and whilst the larger ones will still show a 
saving under this competitive distribution as it exists 
to-day as against exclusive franchise, nevertheless the 
dareer points are very much in the minority as far as the 
Prairie Provinces are comerned. That also aoplies to 
Alberta. Therefore, we consider the small point as having 
a total potential of from 60,000 to 105,000 gallons ana the 
B. A'S gallonage ig 50,000 to 50,000. The Medium 
agencies have a total potential of from 106,000 to 230,000 
gallons and the B. «.'s share of the gallonage is 45,000 te 
80,000 gallons. The uarge agencies, the total potential, 
231,000 to 540,000 eellons and the Be) Awts gallonage 

75,000 to 200,000 gallons. Now, I would like to refer you 
to statement No. 17. 


THE CHAIRMAN: I think we will rise now. 


(at this stage the Hearing was adjourned until 10:30 a. ™, 


lith July, 1939.) 


SS O28 OR Oy Ole, 6. Oe MeELe (oe: 6 6606 
OS SOON O88) oO a 6 aiatart eb a 6 eo 


* his 


4, F eitus tf “austen 


y Are 


; a “tohegs 


ek 
85 3 


53a ie 2 Tie ‘ otk by 


ce see ( 
2 
Sons tate . i ' oS awe ie ae 
ey habe 3 ae biases ee : ’ ( ”; iia {Ou 
Pele: ©, a 
‘ yaya ve: _ . 
: + " : ~) Wa ee LA t oe | er . bs; fs } 7% oe a iv 9 tag, Pee , 
ea ; ? * a : be : p 


re a a ee me eae | A ae Guu; Te 2 agenoLiay erat 
/ é ‘ ; : iets ee - vie 


: , 
Rs bo, OD, ey ae : el Aa | oye, era nr 1: 
ly Verne VERS whip fF ro! a ne a) Dit ce tera ce a yi et = = biped ; x . a iz ~ 


Z gid. FRAWLEY 
N42 pe J 


3g Ao4- 


| 
iL yt ui outure of Alberta 


IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT 
—and— 

IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


Commissioners: 


The Honourable MR. JUSTICE McGILLIVRAY 


(Chairman) 


—and— 


.L. R. LIPSETT, ESQ. 
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Alfred Herbert Miller, recalled....10,930 
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EXHIBIT 465 
Telegram from H. H. Burke, Director 
of Gasoline Taxation in Saskatchewan 
to A. H. Miller, British American 
Oil Company, Calgary, -dated July 
10th, 1939, showing imports into 
Saskatchewan across U. S.boundary 
by truck and tank car, 
in 1938 and from January to 3lst 
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EXHIBIT 466 
: Stetement of competitive rail and 
truck freight rctes with different 
milciugss, presented by the witness 
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Prices and cost of crude, ete. 8896. 


BoLOt) = Ma nufac turing Costs, 1930 to 1938 
inclusive. 8896. 


"311" - &ssets & Liabilities of Calgsry 
Refinery. 8897. 


Record. 


Page in 


614. 


616. 


617.6 


i 
Ae 
i) r bats ‘¢: 
Je ¢ 


HaNDY REFERELMOR IN entipa 
(2xhibits Cont'd) Pace.in oPa7ecin 
Record ixhibits 
Volume 77 
Nola" - Statement, MeGrath, showing Processing 
Agreement, Income ana Expense, 
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"326" - Statement, Halverson, -Merke ting Depart- 


ment, Income and ixpense ~ Alberta -19%8 Vole 063 

Roat! = ote tement, Halverson, Cepital Investment 
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10.30 A. M. Session 
llth July, 1939 
oSac tidal IE Sd 


A4LFRED HERBERT MILLER, having 
been recalled. 
MR. FRAWLEY: All right, Mr. Miller. 
A Just before continuing at Fage 17, I would like to submit 
a Wire that was received from our people in Saskatchewan 
of the figures imported into ‘Saskatchewan from Alberta 
and from the United States with gallonage as given to us 
by the Director of Gasoline Taxation in Saskatchewan, 
which reads as follows: 
"A. H. Miller, Palliser Hotel, Calgary. 
"Imports to Saskatchewan across the U. &. boundary 
"truck and tank car in 1948 1,652,424 gsllons; 
“January to May 31st, 1939 547,101 gallons. Stop 
"Data of point of origin not kept by Commission, 
"therefore impossible to determine whethor Montana 
"or Group 3. Stap.' 

Group 6 is Oklahoma. 
"Importations from Alberta in 1938 aro --- 

Q MAJOR LIPSETT: Into Saskatehewan? 

A Importations from Alberta into Sasketehewan in 1938 
"2,967,755 gallons» Stop. To May this year, 
"1,770,689 gallons. Stope No record kept 
"as in above instance as Commission interested 
Yonly in tax collected and nét origin.™ 


(TELEGRAM PRODUCED HERE 
MARAED AS BAHIBIP "465") 


Q THE CHALRMAN: and who did you say 


Mr. ive He Barke was? 


A Mr. Burke is our ‘vestern Sales Manager and the information 


C~1 
a 


4. H. 
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Miller 


was supplied tc him yesterds y from the Gas Tax Commissioner 
of the Saskatchewan Government. 

Yes? 

Before proce-ding too, we have mentioned freight rates 

on many occasions during the last woek and I would Like 

to submit the competitivo rail ana truck freight rates 
under the following headings --- 

MR. HARVIE: I think 1f you would Just 

hand it to the Commission and they can follow it while 

you are reading it. 

MR. FRAWLEY: It should be marked, 

MR, HARVIE: Yes, and it 4s easior to follew. 
Present rail rates from Calgary, from Moose Jaw or Regina 
Showing the mileage up to 300 miles, the rate ber 100 lbs 


and that is converted into eents per gallon. The British 


merican Oil Com AYE Vise las (COMPS Rs TIVE FREIGHT RS TES 
. MN HERE MARKED 5S EXHIBIT 466) 
MR. HARVIEB: That is in red? 


In red. The rate per 100 pounds is dn black. The conversio: 
to the gallonage eost is in red. 
MR. FRALEY: This is on refined produets 
only? 
Refined products. The next is the British American Oil 
Company's estimated cost, 2,000 gellon units, from Calgary 
or Moose Jaw and that is in black, 100 pounds cost, 
according to the mileage as shown on the first table and 
converted into cents cost in rede 

The next column is the new 
Ontario rail truck competitive rates which are to be 
effective soon. I understand these rates will be made 


effective about July 15th or August lst. I mentioned 
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last week there was to be a further reduetion and 

these are the reduced rates. 

MR. FRALEY: What does thet mean, "raile 
truck competitive rates"? 

It just means that the railways are instituting a freight 
rate to mest or come below the cost of trucking operations. 
But they are reil rates? 

Rail rates. 

Those are rail rates? 

Yes, and in connection with that we would like to submit 
@ Graph which shows in graph form the information as 
read off under the heading of competitive rail - truck 
freight rates. 

THE CHAIRMAN: Now I just want to understand 
this Exhibit, Exhibit "466", the first column ts your 
mileage? 

Xess 

The guestion of rail rates fron Calgary, Moos3 Jaw on 
Regina to where? 

To destinations according to that mileage. For instanes 
the first -~-- 

In either direction? 

Yes, anywhere we Ship, the first is 20 miles, 12 cents a 
hundred; converted to gallons .96 cents per gallon. 

Yes, and the opposite cost, the opposite line? 

That is our estimated trucking cost; in other words on 
20 miles -- 

That is 3.40 against 12? 

Yese 

And the .27 is against .96? 
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Then you go over -=-- 
To the new freight ratas to be effective July ldth nr 
August lst in Onterto, The other day, the reasean that 
I would like to submit this 1s thet we showed that our 
vates in the West were go much higher than it was in 
the East and I mentioned that, while we had a difference 
in the West, of 2.35 cents, the average over HKastern 
freight rates paid, I estimated it would ¢ome cluse te 
5 cents in the West when these new rates beceme effective, 
Now I understand that there is some talk of some reduced 
rates in the ‘est but we have not had anything official 
and we do not know very much about them yet. 

Q MAJOR LIPSE?TT; This first mileage of 20 miles, 
Mr, Miller, does that moan that the railweys are charging 
5 timos as much for 20 miles in the west as they ara 


charging or propose to charge in Ontario? 


A Correct, that is correct. 

Q e324 cents in Ontario and .96 esents for 20 miles in the 
Vest? 

A That is correct, sire 


Q And when you come to the 100-mile mileage they are charging 
nearly double the rates in the “est that they are charging 


in the East? 


B That is correct, sir. 
MR. FRA) LEY: These are the new ones? 
& That condition was before the new rate went into effect 


in the Bast. As Il said the other day, whilst these are 
reduced, they are still vory much lower than thoy are in 
the west and always have boen since its inception. 


qi MAJOR LIPSETT: Do you know, Mr. Miller, if 
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any steps have been taken by any of the oil companies 
in the West to get a thing like that reetified? 
y) Yes, we have. We have made every offort we could 
for a number of years to received reductions but we 
have never, so far, have not been successful. There 
is a move underway now, I believe, to make reductions. 
@ MR. FRAWLEY: There is an application by 


the Government and the Alberta Petroleum ASSociation 


only. 
MR. HARVIB: “hat do you mean by "only"? 
MR. FRAWLEY: I mean the major oil Companies 


are not parties to the applications. 
MR. HSRVIE: Possibly the major ofl Companies 
have taken the matter up long before. 
WITNESS: We were dealing with that, 
Mr. Frawley, before the Alberta Petroleum 4ssoeliation came 
into effect. 

Q MR. PLOTKINS: Mr. Miller, what basis is 
this trucking rate, you say "estimated truck costs", 
what basis is that, ona mileage basis? 

S That is what we estimate we can truck for in £,000 gallon 
units. 

Q Now is that your actual cost or is that the cost that 
includes a profit for the trucking operation? 

b That is our cost. 

Q That is your actual cost. Now I noticed 20 miles, ynu 
have apparently the same rate per mile as 100 miles, 


that is right is it not, you have .27 for 20 miles and 
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100 miles 31.30, and that would be the 29? 

Right. 

Well now 4n your oxpertience, Mr. Miller, with trucks 

and you no doubt know that tn very short distances the 
cost goes up considerably, for instance 29 miles, yeu 
have the time factor in loading and unloading that is 

out of all propertion to the running time and it mugt 

be absorbed some Place in the cost and I notice you 

have not made provision for that? 

What you say may be right, Mr. Plotkins, but thi s 

table here has been set up by our trucking experts and 
they are more conversant with that than I ame They 

Will stand behind these rates so far as their trucking 
costs are concerned. 

THE CHAIRMAN: Then you want to offer this 
chart, Mr. Miller? 

The Chart shows the present rail rates ox Calgary, Moose 
Jaw and Regina, thet is the black line, the tep lina, 

The dotted heavy lines are the B- Ao O4l Company's estimated 
eaten costs ex Calgary and Moose Jaw; the dotted Line 
below that is tho new Ontario rail rates to be effective 
July loth or August 1lst3 the lower line, dotted line, 
is the standard crude rate. Now as I said, our trucking 
rates in the West are higher than our trucking rates in 
the Kast naturally because of the road conditions. However, 
the rail rates in the East are lower than our trucking 
rates in the West. 


MR, FRAWLEY: What is this standard crude 


rate you have there? 


That is the standard crude rate now in effect, Mr. Frawley, | 
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on crude. 

That is, that accepts the present rates from Calgary to 
Moose Jaw and Regina, you do not call those "standard 
Rates". do I take that to mean ---- 

That is the standard orude rate. 

From Calgary to Moose Jaw and fron Calgary to Regina? 
Correct. 

That special rate they put in to meet pipe line eompc tition, 
I would not call that "a standard crude rate", however, 

I just wanted to understand it. You know that rote only 
runs from Calgary to Rogina and it does not run from 
Calgary to a point even 5 miles beyond Regina, I just 
wondered what that meant? 

Phat runs from Calgary to Moose Jaw and Regina. 

And those are the only twn points in Western Canada where 
that rate is effective, that 184 and 19 cent rate far 100 
pounds? | 
Yes, this is all based Calgary and Regina or Moose Jaw and 
Regina rather, ex Celgary. | 

So long as the Commission understands that standard rate 
is the rate in effect now fron Calgary to Moose Jaw? 
Right. 

So far as your company is concerned? 

Right. 

THE CHAIRMAN: “0 Will then mark that Chart 


as an Exhibit. 


(CHART PRODUCED HERZ MARKED 
AS EXHIBIT "467") 


“iTTNESSS: I might say in connoction 


with the trucking rates of ours in tha West, we could not 
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Bake advantage of them because we had to ship our 
requirements to our agency points by rail, therefore 
we had to pay the higher rates. 

Q THE CHAIRMAN: Under your contracts with 
the railways whereby you had your bulk stations on 
thetr land, is that it? 

r) That is right, sir, Our Agreement stipulated we must 
ship by rail. 

Q MR. HARV if: Is that still the casa? 


ea 


£ Not with us, that has been Changed, it was changed in, 
changed early this year, 1939, 

Q MR. PLOTKINS: Mr. Miller, this new Ontarie 

rail-truck competitive rate, is that on an agreed basis 

or is that the general open rate? 


That is on an agreed basis, 


Q So that only applies to companies who make particular 
agreements with the railways for their business? 

A Quite right, everybody has the option to make that agreement. 

Q So itis not an open rate? 

A No. Everybody has the right though to accept that rato, 

Q THE CHAIRMAN: when do you say that is going 


into effect? 

& July loth or August lst. 

Q MR. PLOTKINS: I might mention to the Commission 
that agreed rate stipulates, so far as I understand, that 
the shipper will make all shipments by rail and none by 
truck? 

4 No, it does not stipulete that, Mr. Plotkins. There are 
provisions of the quantities which you will ship by truck, 


that they will be reduced, and when I Say reduced, the 
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Maximum capaeity that we can use is a 1200-tank truek 
as against formerly possibly 2500 gallons. 

Q 4nd will there be any penalty to be paid back to the 
railwey in eonnection vith the trucking? 

A Once we enter into an ~Sreement with them we have to 
live up to the asresrent and there would be penaltios 
no doubt if we violated the contraets we made. 

Q What I mean is any shipment you make by truck will be 
liable to the railway for any differentials? 

4 We will not make any shipments by truck because we 
agree not to, exeept up to 1200 gallon capacity for 


certain mileage. 


Q Fer a certain mileage? 
Yes. 

Q THE CHAIRMAN: Now is this true of both 
railways? 
Yes. 


That rate which you say is coming into effect not later 
than the lst of August will be a rate that both railways 
will aecept? 
It isa joint railway arrangement. 
MRe FRAWLEY: The railways were guthorizead 
to enter into these agreements by an amendment made to 
the Transport Act, the Railway jet last year, a special 
amendment, Mr. Chairman. 
WITNESS: Now to go back to Page 17 of 
the volume --- 

Q MR. FRAWLEY: would that not apply here, you 
Speak of that being in Ontario, that Statute must run 
throughout Canada, the railways can make a similar arrange- 


ment here, cannot they? 
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No, the railways Yeceived specigl dispensation fren 
Parliament about a year ago to enable tham to meet 
competition. 

Yes, quite, but it is not confined to the Province af 
Ontario, it can be done here? 

If they wish to. 

That is what I mean. 

Yess We will refer now to Statement 17 ana Graph 
17. : 

Statement No. 17 is composed 
of cl pages, numbered consecutively l to ad inclusive, 
and covers @n analysis of 2] British ameriean Gil Company 
agency points in the Provinee of Jjlberta, 

Sheets 1 to 21, inclusive, 
are further summarized in the Brief on "DISTRIBUTION" gg 
Pages 18 to 22 inelusive, 

Hach of the 21 Asenecy points 
are analyzed on the basis of present operation that igs 
as far as we are concerned 1938 apera tions whereby 
Séveral companies operate at each of these points, as 
age@inst operation at the point on the basis of ane company 
having an exclusive franchise covering the ageney point 
and the adjacent Lorri tory. 

On the analysis of operating 
cost under the present basis of carrying on business at 
the agency point we give the cost of The British american 
Oil Company's operation at the Pott, aes closely as same 


can be estimated under the existing method of Operatian 


and book-keeping. 
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On the analysis of 
Operating “ost whereby one Company would have the 
exclusive franchise of the business in the town and 
adjacent territory, we have estimated the cost of 
doing business based on the potential business of 
the territory and the equipment and help required 
to handle that business at that point in questione 

“e go then to that 1 
to 21 list and I would like to deal with those for 


a minute, 


( Go to Page 10,941 } 
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The first point there which is also illustrated by the 

FB age lie) oh ly oh by POO I ict A4rrowwood, I may Say thet these points are 
fairly representative cf the Province of alberta because 
we have taken them from different seetions. The point 

of Arrowwood has a total potential of approximately 
105,000 gallons and under the next heading it shows the 
number of companies Operating at Arrowwood under three 
classifications, A, Band C. A is operating with equip- 
ment which includes their own; B operating without 
Canipment land Othe B. A. equipment is included in &. 
Therefore, in arrowwood there are three companies operating. 
MR. HARVIS: All on “the basis of A? 

wes oli onthe basis of 4. Storaze tanks, total number 
4; approximate gallonage capacity, 48,000 sallons. 
British American Oil business, dealers, 3,554 gallons; 
farmers, 13,602 gallons, making a total of I i4L DR) cea loney 
The commissions that we paid in 1938 were $193,56. 
Estimated fixed charges, that is our taxes, depreciation, 
interest on investment of the plant, repésirs and other 
things are $235.92, with total costs of 429.48, the 

cost per gallon was 2.50 cents per gallon. we ada 5% 

on our investment, ‘384.60, which makes a total of 7514.08, 
or a total cost of 2.98 cents per gallon. Under the 
exclusive franchise operation, that is if we haa 100% 

of the business and no interference we still would have 
the same potential of On, 000. The number of companies 
would be one. We still feel we woula require the four 
Storage tanks of 48,000 gallons capacity, for the reasons 
formerly outlined due to the peak load necessity of having 


Sufficient volume to take eare of the requirements when the 
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demand is made. The Salary position, we would have to have 

an agent 12 months in the year and we do not think we eould 
employ an agent utder $150.00 a month in that case, which 
would be $1800.00. Estimated truck costs, our maintenance, 
would be a quarter of a cent per gallon; that is, $262.50. 
Depreciation on that truck would be $240.00, making a total 

of $502.50. The estimated fixea charges would be $1,199.45, 
giving us a total eost of 3,501.95, or giving us a total 

eost per gallon of . 3.34 cents. If we ada 5% interest on 

the investment to that it would give us a total cost of 
93,988.75, or a total cost of 5.80 cents per gallon, as 
against a cost of 2.98 cents ber gallon on the present bagis 
of the commission agent. Now, the reason for that is, as 

f said yesterday, in the agent's questionnaire, in the 

graph book under 16, it is because it is a part time proposi- 
tion with our agents. I think 92 or 96% of these agents 

said that they were in some other business and some pe reentage 
Said that they were able to use all their facilities, their 
"phone, their office building and heat and light ana help 

and the truck in connoction with their business, and, 
therefore, only used it yart time or when it was necessary 

in our business. That covers Arrowwovd, as shown in grape tl, 
THE CHATRMAN: Do I understand you to say if you 
had all the business the cost per gallon would be 3.80 cents 
&S against the cost of 2.98 eentsy ast wise 

That is right, Sir. Because for the reason I have just 
explained, that the commission man having other interests 

and our business, according to its volume, if it 2s A\'small 
volume it is a small pert of his business. It is a side- 


line, in other words. As volume increasés at other points 
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Ae H. Miller. 
he would possibly devote more time aud more expense to it. 
That particularly applies, Mr. Chairman, at the small and 
medium points, not only in the Province of Alberta but in 
Manitoba and Saskatchewan. Because our operation has 
always been on a commission basis, part time operation for 
the man. That, I think, is clearly emphasized in that agent's 
questionnaire. 
MR. COMMISSIONER LIPSETT: Have you taken into account that 
you would not need, perhaps, so many stations as are now in 
use tor the; handling of all the business, if you had it 
exclusively? 
Yes, Sir. I do not think it would make any s0LT Terence. (at 
the agency point where you operated a 10-mile radius or a | 
e5-mile radius, you would have extra volume and, therefore, 
you would have extra costs, all of which would TENS to be 
maintained 100% by the company, or the man with that exclusive 
franchise. 
It has been rather stressed to us that the whole idea in 
Spreading out everywhere all over the country was to get more 
volume. That was the big thing,and provide service to the 
people, true. But from a business standpoint the idea was 
to get volume? 
That is quite true, ir. Chairman, that volume does reduce 
cost, but after you get up to a certain volume there igs 
not very much in the fixed charges that you can reduce. 
Your administration costs or your actuai operation, salaries, 
trucks, depreciation, and all those things, must gO on. 
AS I said, that applies particularly - as we go through le re 


I have set these up in three classificctions, the small 


points, the medium points and the large points. I think we 


have about 7 of each, the small points definitely are,withou? 
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A. H. Miller. 
doubt,anyway it can he figured out more expensive to 
Operate on the salaried hasic or a company operated basis 
with one company having all the business than it is on the 
present basis with other companies having part, 
MR. FRAWLEY: What you mean is in Arrowwood you 
would have the exclusive business in Arrowwood? 
In Arrowwood and the territory in the arrowwood territory. 
Yes. But I mean it is not a Provineial-wide franchise you 
are speaking of now, of eoursa? 
The same thing would apply, Mr. Frawley. 
If it would that is fine. But as far as I am concerned, I 
thought you took the Arrowwood picture and told your picture 
as it would exist if you had all the business at Arrowwood 
and leaving the points adjacent in the “rrowwood country 
as they are? 
Even if you took some of them out and made, as I Said, your .- 
radius of country out of Arrowwood at 10 miles or exeeeded 
that to 25 miles, you will find you won't reduce your eost 
to any great extent. 
Perhaps my interruption was perfectly useless, and futile, 
but I only want to make it clear you are in this Exhibit 
setting up the picture as it would exist -.¢ you nad the 
exclusive business at Arrowwood and then you go to Elk Point 
and Queenstown and so on? 
I have picked out 21 points which I think are representative 
of the Province of Alberta, under three classifications, 
So as to give a fair comparison for the entire Province. 
I think, "r. Frawley, as we go on, that you will agree 
possibly that it does not make any difference whether you 


extend your area. 
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Il was trying to help, 

Or reduce it. You would still have to have more drivers 

and you would have more trucks and you would have more wages 
and more expense. Ht Arrowwood you notice on the graph in 
the first six months 58.62% of the total busiress is dore 


at Arrowwood. The second six months, 41.38% and in the four 


THE CHaITRMAaN: On graph what? 

On graph 1, Arrowwood, Sir. In other words, in the four 
months! period approximately 40% of our total. business was 
done, that is July, August, September and October. ‘Je show 
our gales for 1937-1938. We started off in January at 100 
as the base and you can see the fluctuation running up to 
1356% in the month of May, 1937. 

MR. COMMISSIONER LIPSET?: Just before you pass from this 
statement, dealing with Arrowwood, Mr. Miller. Is not your 
eomparison on an inaccurate basis. In this respect, you 
are putting down in the top part your cost as $514,009 

HES. 

For the proportion that you handle? 

Yes. 

When you come to compare that with the second set of aosts, 


$3,988.00, that is comparable with the costs of the three 


.\OOmpanies operating there at the present. time, is it not, 


end nov merely the cost of the B. A.? 

That is what I say if we had all the business and we were in 
there by ourselves, that would be..as nearty as passible we 
ean figure, our costs. 

MR. HARVI: You use.a different divisor? 

MR. GOMMISSIONER LIPSETT: But your operating costs are $614 


est: oct a oaiio4, iv OY, poinitten sa ifs _ Be | 
bat.ve anes ‘tate wey a yeaa wileab ee | 
ae ae bas Ba adnan sti boon ot * ho 


ie Gia a 3 T1. TS Od A a oa toned? a “ng 
a 60) fine toto que sei Be sie staat) emt 

| a Ae "yuo e: i. eh fy fetes AS. pte kiniede: ‘f0% owlue: pe. 
A + Se Gana: Poltaptiast ed? eee nan sid Bae aad Maite ne" f 4 
“ ie ! " : a TR, ee TS she moa <0. ct at Reet a 
i ghud ao ci bak | % ¥ 4 tes: abs 
ae ou ot ro <  RnceMala cant aia Samumioela as ae 


ae 


Ss 
— 


ca hat he 


. * g tb = 4 

\ j : oy a2 OStE iG ag ‘ af 4 T. t a7 ner eg iene ool. se BO esis ; eS 
Pe ROK se [8A 25 t.g08, on Asko qed pat, ad | ee i oie, = 

; lee ae c ne ss ” a} 3 ; ry alk s - 

ih ‘ aN deg : “i ‘ : 4 sere K oar ae oe q ay ‘ 


ek j4al= pte a 
Ae . oe ; - ; ‘e F i nee tales 
% ciech, ey ke Spee ena es 
oe : ; ai H . 4 | oh ‘ 


: : ee : a 
is Sg ‘ F wes 
F P 
¥ Li ° 
; i i te PR Ae Aas a aie: iy 1 ii. 
inygit ; f ; h 
: os 
7 


a 


\cetean to #o4 hace sit Hin Feahk osgtion. ot bile 
rie tens, “af. d2'8 Bee or 
i Rope > ta eteoo, subg i os 
. me Ph 2). Mbt dupe sah te otane 
Seiko ane neces sae 


a 
ra 


Ph, i ” 
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and must not that be multiplied by three to bring out the — 
cost of the three eompanies Operating? 

MR. HARVIE: I think it is divided by the 
evi £2) long-—- 

Quite righ. 

MR. HaRVIE; Vhereas the $3,988.00 figure ig. 
divided by the 105,000 gallons? 

It isthe gallonage into the total costs, Mr. Commissioner. 
MR. COMMISS LONER LIPSETT: The three companies are operating 
and I suppose the cost of each company would be approximatel. 
the same, would it not? 

Well, I suppose their eost would be fairly comparable to our 
ves. 

That would be costing, your cost is $514.00 at present, and 
you would have $1500.00? 

The three companies? 

The three companies, yes? 

MR. MACLEOD: It would inerease your gallonage -t 
At the same time these three eompanies divide that 105,000 
gallons. Our total of that 105,000 was only 17,156. Now, 
the total potential is 105,000 and divided into our total 
co st; 

MR. COMMISSIONER LIPSETT: If you treated it on a gallonage 
basis, if it eosts you $514.00 to handle 17,000 barrels? 
Gallons. 

Gallons. It would cost six times that much to handle 105,00) 
gallons, would it not? 

Not on a commission basis, no, Sir. »s I say, the seoret 

of the operation is the fact that the man is using all hig 


facilities that he uses in connection with his other business 
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to operate ours. 

Yes? 

All we have there is a warehouse and tank and the goods 
consigned. 

Does that not apply equally to the other oil companies? 

I would think go. They are all on a eommission basis I think 
And on that commission basis would not your figure of $514.00 
have to be multiplied by 6 to take care of the remaining 
gallonage? 

AS a matter of fact, they might have, the other tvwo comp anies 
if they split equally the balance of that gallonage, their 
cost per gallon might be lower than mine on a commisston basi 
POBSID yeaa ttle. Rat T would like to ask why, supposing 
you were handling all the 105,000 gallons instead of the 
17,000, why you would have to appoint a special agent. Why | 
could it not be done by a man doing it as part of hia 
Ordinary business? 

We could have a commission agent or a salaried operation 

for that gallonage. In other words, we feel that as a matter 
of fact that until we get up to 150,000 gallons we would be 
better off on a commission basis than we would on a salaried 
basis. But our cost would run practically as high. We 
would pay that much more commission. 

Just to clarify My own ideas, supposing you had this salaried 
man, would not you be bringing tien the gasoline, leaving out 
the freight from the refinery ¢irect to the consumer at this 
5.80 cents? 

No, Sir, that would be our freight from the refinery point 

is separate to that cost of operating there. In other words, 
Our goods would be shipped from the refinery to Arrowwood by 
rail on which we would pay freight. This is only covering 


the actual operating cost of the agency. 
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A. H. Miller. Saas 
I understand that. It is only the operating cost I want 
to get your views about. If you had this salaried man as 
a full salaried man he is not entitled then, is he, to the 
dealer's spread on the rsasoline? 

No. Commissiion agents are not getting any spread either, 3: 
Commission agents only receive 1 cent per gallon in town 
for the sales he makes in town, and 2+ cents for the sales 
he makes in the country. 

But if you paid a man a full salary you would eliminate thai 
The commissions are Sliminated, yes, iu lair Salary as 
against commission. 

You eliminate 1 cont and 2 cents on 105,000 gallons? 

Quite right. 

Would not that have to be credited against this? 

It is. ‘Ye forget the commissions entirely in the 100% 
exclusive franchise. But the commissions are Supplanted by 
a salary of }1800.00. ‘Je have to have a company-owned 
truck and that truck, according to oir transportation 
department, would cost us for maintenance a quarter of a 
cent per gallon, which I think is reasonable. The deprecia: 
tion on that truck would be $240.00 a year, which igs 
something we do not have to have to-day. That is the 
agent's charge to-day. We have no trucks at any of these 
points to-day. 

if thé agent has a truck it has still got to be paid for 
to-day, has it not? 

Yes. 

But that is not included in your comparable figure at the 

Top, PIs vi tY 


No. That is his business using that, Mr. Commissioner. 
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ee Hes Miller. 


I imagine in this particular case with Sueh a small 


gallonage his truck, equipment and other facilities is 


possibly being used 80% in connection with his own business 


and only 20% in connection with ours. When we go in and 
operate, or likewise if the gallonage increases then on a 
commission basis that 20% time and facilities spent for us 
would possibly increase to 50, 60 or 70%. 
You are allowing him to-day, aren't you, &@ commission which 
covers his own time ani covers the use of his truck, whatever 
iteis. If you put him on salary you eliminate all that 
commission, don't you? 
Ye eliminate the commission ana Day @ Salary and then we havc 
to operate the truck. 
Just a moment. You have a charge for a truck in this set-up? 
Right. | 
Should not the commission that is being paid to-day on this 
105,000 Should not that be credited on the figure that 
you have given at the bottom of this statement? 
No, Sir, I do not think so because whilst we wash out the 
commissions we supplant that with the salary, which is 
greater than the commissions payable. In other words, we 
pay commissions there of $3193.56 that year, and on an 
exclusive basis we figure we will nay a salary of $1800.00 
or 1600.00 more. 
Off that, surely, you have to give credit for the commissions 
that you are paying at present. If you do not give credit 
for that in this statement does it go to the benefit of the 
public or is it retained by the refinery? 
The position is just the reverse, as I gee it. 


THE CHAIRMAN: It reflects the difference between 
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He He Miller. 


the two, if you had the retaining of the commissian or 

if you had gone on the other basis. If the three companies 
all handled for the 2.98 ber gallon, assuming all the 
others are handling as efficiently ag thear. die, and no 
matter who is handling it, the public does not.eare. It 
costs 2.98 gents to handle it? 

snhet ts right, Sir. 

You say now if you eliminate the present situation and give 
it all to us we have to set up @ new handling system whereby 
these agencies that primarily attem to their om business 
would have to be 100%, as the case might be. At present 
you say it costs 2.98, no matter whether i+ is one company 
or twenty at the nresent time? 

Yes. 

assuming they are operating as you are at the present time 
for 2.98 cents? 

That is right. 

You think you are Operating as economically and is effioetentl: 
as you can do, I suppose? 

i think go. 

And there is 2.98 cents then. You say notwithstanding that 
we get all the volume and all the business our cost per 
€&llon is going to go up? 

That is right, and that applies particglerly to the smad) 
point. The medium point---- 

You may in the totality get a greater profit, or would it 
be less profit on each gallon? 

That is right. 

Getting all of the gallonage you might realize more money? 


4S we go on at these---it is the small points I am 
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A. H. Miller. 


starting out with, you will notioe in the medium points 
some operate about even but when it comes to the larger 
points some are against the exclusive franehise, In other 
words, thre should be a saving of 2/10 or 3/10 cents per 
galion on the exclusive as against the commission basis 
but the deliveries still show increased cost. But these 
larger points in Alberta or the Prairie Provinces only 
amount to about 10% of the total. If all the points, we 
will say, were large, tnen there would be some saving on 
Salaried operation on an exclusive basis ag against a 
commission operation on a not exelusive basis. 

Q MR- OOMMISSIONER LIPSETT: On the present system, I cannot 
quite follow you, what are you going to do with the 
oommissions paid at present on the new set-up or this 
alternative set-up. It seems to me there is an unaccountec 


for figure? 


A Well, Sir, if you do not pay a salary you have to pay a 
commission. 

2 §=Yes? 

4 Or vice versa. The commissions are figured into thecost. 


Now, where we go into the salary basis we have to wash 
out the commissions. We do not pay commissions. We pay 
& salary. 

Q And you get the benefit of the commission. Supposing at 
the present time your figure was say 15 cents at arrowwood 
and you are giving 1 cent off and you are giving 2 cents 
off that. You are getting net to the refinery 13 cents 

or 14 cents. Now, if you pay a salary to the man at 
4rrowwood, aren't you getting the 15 cents for all the oil? 

A No, we are still netting back that much less to the 


Petunesyeaune hes to be paid. 
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Aen. Miller. 


THs CHATRMAN: If the salary is greater than 
the commisgion the 15 cents iS correspondingly reduced. 

MR. HARVIE: and if they are the same it igs 
Just the same net-back. 

THE OHAIRMAN: You say it is more? 

MR. COMMISSIONER “IPSESTT: Mr. hiiller is putting it on this 
basis, that the netback is less? 

A a gg Big ory It would give us, I think---- 

Surely if you are charging the full Salary off your 15 cent 
vasis vou are then putting out your product at 15 cents, 
aren't you, and at present you are only putting it out to 
these agents at 13 and 14 cents, aren't you? 

NO, ire We ere putting it out at 15 cents. We will say 
the price is 15 cents. Then we pay our agent 2 cents per 
gallon and that nets us back 13 cents. 

Tes: 

Now, the price would still be 15 cents, but instead of 
paying that agent 2 cents ner gallon it is costing ue 
$1800.00 for the man's salary, which on the total volume 
might be the cauivalent or Slightly more, as it is here, 
which would reduce that 15 cents and bring it down te’ 13 
oents or 123 cents or 122 cents, as the case may be. 

Then there is the truck, and we have to Gperavecit.: "We 
have a building; we have to pay salary and supply all the 
equipment and facilities, whereas to-day we pay a commissdon 
and they operate them and Sup)ly all the equipment are 
facilities, and we simply pay a commission on the actual 
Sales at the point. 

Why do you think then you would have to have an exelusive 
Sales agent, a full time agent in every case any more than 


at the present time? 
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A. H. Milier. 

Well, I think when you. get over 100,000 gallons, or 
partioularly if you get up to 150,000 gallons at least you 
have to consider that peak season of the year. In other 
werds, you cannot, or we would not be able to put a man 

on there - we have to operate 12 months in the year and you 
cannot expect a men to goa in there and work night and day, 
as the case may be, for four or five months, asd when the 
three or four months!’ slackness in the winter comes lay 
him off. We have to maintain that man the year round, and 
he is still making deliveries in the winter time, even 
though they are small. Now, that would be more important 
with exclusive operation. 

Would it not work out this way if you had a man satisfied 
to take 2 cents a gellon and he gets 17,000 gallons, 
wouldn't he just say "ell, I will look after your whole 
105,000 gallons and I will do it for 1 gent a galloy. And 
Iwill look after-getting the. necepsary help end so on" 7 
He could not do it for 1 cent per gallon. His delivery 
eCSt Mas to come on top of that. Further on here you will 
see where even on a commission basis we might be better to 
Operate on a commission basis rather even with an exclusive 
franchise. There might be a slight saving. This is an 
extreme case, of course, at sarrowwood. 

I am trying to get at the principle. It is not criticising 
one as against the other? 

No. 

Supposing you had this man On a certain commission, 
whatever it is, and you increased his volume six times, 
would not the tendency be for him to say "Well, I will, take_ 


less commission and get that big volume'’." 
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Well, we have never paid less than 1 cent per gallon 
commission since we have heew in businesg in the western 
part of the country. We have never paid less than 1z cents 
to oover the man or to reimburse the man for his cartage, 
delivery cost to outside points. 

Whateyer the v olume is? 

1 do mt think it is possible for an azent to operate or. 
for anybody else tu operate under that 2z cents. 

Whatever the volume may be? 

No. Because when it gets up to a certain volume = tHere is 

no saving. He has to keep up the equipment and pay extra 
drivers. He has further depreciation and further costs of 
opcrating and more licences and more every thing. 

MR. HARVIE;: Mr. Miller, just on that point, 
at 4rrowwood, as it is being serviced now by these three 
companies, there will be three individual agents, separate 
agents. No one man has the agency for two companiés? 
Right. 

And each of those agents will now have a truek apiece? 
Possibly. 

Or huve one available and in the result in the peak season 
which is something, according to your evidence, that has to 
be looked after, there are three trucks available to 
service that area. They would be thrown all into service, 
the two or three days or the week or two peak service, 
which would not be the case if it was a 100% franchise? 

No, Sir. We just use one truck,and where we say that one 
truck, that is the whole picture is calculated on the fact 
that the farmer will take his deliveries at our convenience. 


In other words, you could not even on your estimate of the 
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A. H. Miller. 
exelusive franchise basis, give the same service inasmuch 
aS you only have one truck or you would have to have a 
greater expense running additional trucks? 
That is absolutely impossible. 
Not only would, according to your picture, the expense be 
greater but the service not as “904 to the farmer? 
NO oir. "AS said; this ts based on deliveries at our 
Sonvenience. "As fT said yesterday, it is impossible for 
anyone to synchronize the deliveries in the west because 
of the varietv of times the crops are harvested or the 
Spring seeding is done or Summerfallowing is done, and so 
forth. You cannot synchronize your deliveries to suit 
your convenience. Therefore, as T Said, we have only 
shown one truck all the way through.:Aand where we come 
to two or three trucks it is still based on that fact 
that we deliver at our conveneince. So the farmer or the 
producer, whoever he is, would get lesser service than he 
is getting to-day and it might cost him more money. 
MR. COMMISSIONER LIPSETT: How was that difficulty, Mr, 
Harvie, raised about the shortage of trucks in the peak 
season, how would that be affected under your new set-up 
under which the farmer in any event would come to the 
station? 
Some will, Sir, but, as I said last week, we have ample 
truck facilities with ample capacity in our storage tanks 
to take care of the distributing points, the dealer 
distributors that we supply in the zone adjacent to any one 
company-op2rated branch. At those outside points known ag 
dealer distributors where there are underground storage 


tanks that we make delivery to, they will be kept full 
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A. H. Miller. 
during the peak season by our branch trucks, and the 
dealer distributor will make delivery to the farmer from 
his local point. In other words, I think it is better 
than it is to-day because if we Operate that truck deliver 
to the farmer, we will say from Lethbridge to an area 
SO miles around Lethbridge, a radius of 60 Mies, et we 
operate from that one point, there will be many tires when 
the weather will prevent delivery being made and if the 
producer or farmer requires some petroleum vroduct he 
would have to come all the way into Lethbridge, particular’ 


SO when we could not get out. 


(Page 10,957 follows.) 
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When we cannot get it. Under the new form of dis- 
tribution we will not only be able to give him the 
same service that we have in the past but we cut his 
distance and make the requirements more accessible to 
him. 4s I said last week he will not have to go any 
more than possibly five or six miles to secure what he 
wants if the truck cannot get out to him. The Gapacity 
will be ample to take care of the peak season. 

de go to K1lk Point, that 
shows on Graph &, and we have a similar condition, it 
is a small point, where our present cost is 3.4% as 
against an exclusive cost of 3.96; the Graph No. 2 shows 
that 56.41% of our business was done there in July, 
Zugust, September and October in 1937 and 1938; the actual 
sales by month are shown and the, in starting off at 100% 
based on January gives you the fluctuations there in 19367 
and you will note in September 978%, Which was the 
peak month, in September. 
whe HARVIE: Just on that, you are using 
throughout the British smerican's estimates in coming at 
these figures and in your first one, srrowwood, as against 
105,000 offering your percentage was roughly 17%? 
Yeso 
Jnd that, as you expressed yourself a moment ago, was the 
extreme cost- Now in Noe @, Elk Point I notice your per- 
centage has gone up to over 50%? 
Yes. 
énd I am just drawing that to the attention of the Con- 
mission? 
That might be worth while looking at there, there is 4a 


cost. where there is a total offering of 80,000 gallons, 
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P27 
we estimate, and out of the 80,000 gallons in 1937 we 
took 50,232 and in 1988 45,850. 

Q tii JOR LIPSETT: 96,000 gallons? 


& I beg your pardon, 96,000 gallons is right, we took a 
little better than 50%. There are three companies in 
there and there is one of the in ana outs, who cade in 


there and operated without equipment. 


ah Vee iow just dealing with that, 
lux eww, ille i Gheetemtenhenton 
% So BRA La You said something about an 


in and out dealer there, bir. iiiller, and I do not know what 
you mean? 

és vhat I mean there is one mun there operating without equip- 
ment and possibly somebody trucking in there and making 
sales wholesale at that point. 

Q There are three people there, yourself, the Imperial and 


the Ue F. #0? 


ri Yes, but there is one other, ir. ifrawley. 
Q Therevare four? 

Re HARVIE: There are four. 

wITN&BSS: Now when we get to GueenstowLiaqcw~ 
Q MAJOR LIPS#TT: On this «lk Point for a moment 


lf I may delay you, lire Liller, for a moment, you will 
notice that for 105,000 galions at Arrowwood, four tanks 
with 46,000 gallons is sufficient capacity but when you 
cotte to wzlk Point you have lée storage tanks? 

vi Kight, sir. 

Q For 96,000 gallons, do you not think there is wastage there? 


I think thevye is more storage required there, sir, and I 
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said four below there on the exclusive branches, and I 
think I am conservative when I said thet we should have 
four tanks, 48,000, now that is very conservative, it 
might be better to have six but I tried to make this 
thing, set this up on a fair basis but you see, ur. Com- 
missioner, there, even although there are nine tanks 
there at Elk #oint----- 
THE CHA Ital: There are le, are there 
not? 
and three other tanks making 12, there are 9 there with 
only @ capacity of 48,000 gallons, they are small tanks, 
they are & bunch of odd sized tanks I suppose and the 
other three tunks amount to 19,000 gallons, or a sapacity 
of 67,000 gallons. 48,000 gallons is the minimum that I 
think anybody can use on an exclusive agency. 
Queenstown is interesting, 


when you look at the Graph---- 


wiRe HikVIb: Before you leave #1k Point. 


liv. Miller, Hlk Point is, as I understand it, a considerable 


distance off the gravelled road or good rouds or do you 
know, my point is this, do you require additional storage 
at a point where you are apt to have bad roads over 4 
long period, over and above the point where you are right 
on gravelled roads? 
Oh yes. 
ind that aay in some causes explain the variation in the 
amount of tankage required’ 


I would say the tougher your roads are and the worse your 


weather is, the more storage you ust have, 
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lan JOK LIPSETT: AS kr. Miller points out, 
lure Harvie, the actual gallonage is not so very such 
more. . They are evidently smaller tanks. 

hiRe HARVILE: Yes, so far as the nunber 
of tunks are concerned but I was just trying to bring 

out that point and I think it will become apparent later. 
On. 

THe CHA TRivs I: The several sheets ure to 
illustrate some point that you wish to make. now pre- 
Gisely what is that point, iir. liiller, that if you had 

a monopoly of the oil busines for the Province of islberta, 
that it would cost the public more per gallon? 

xO, EF would not say it-would, air. Chairnan. I think 
there would be « slight saving if the company hed g 
monopoly in the vrovince of Alberta because you would 
have, then your refinery operations and all your other 
Operations come into that, I am speaking only of the 
Operation of distribution. | 

Yes, quite so. There might be compensating factors in 
the greater volume that would go through your refinery 
but speuking of it purely os a marketing business, if I 
am rightly appreciating your point, it is that if you had 


the privilege of marketing all oil sold in islberta, that 


it would cost you more money than it does today? 


Definitely so, yes, providing we continue to go on.on 
the sarie busis as the industry is operating today, on 
the 1958 systen. 
gui JOR LIPSAT?: Is it quite that, i:r. ijiller, 


is it rather not if you put salaried agents on at ~150 a 
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month in all these points it would cost you nore? 
No sir, because where we go on, here is a case there 


where we show we will give that man »1800 a year and 


he is there, a one man opereétion, he is the agent, he 


looks after the unloading of tank cars, the cere of the 
stock, the invoicing, the collecting and deliveries. 

Later on in the other points you will see where we have 

to have a stlaried man, he will manage that busines be+ 
cause it needs one man to give the proper administration 

to it because of the additional volume. Then he has to 

have additional men, he has to have & warehouse man 

and truck drivers and all those costs are enumerated ac- 
cording to the point. 

THE CHA TRiaal: Now it is most interesting 

and I want to know what thought you want us to take from it. 
By the figures they may work out a certain way and they 

may not, they are capable of check, they are matters of 
detail and they are illustrations but there is some thought 
behind it and what is that? 

There are just two thoughts, iir. Chairmen, one is that I 

am unxious that you have a clear picture of the difficulties 
in marketing petroleum products in western Canada compared 
to the United States or #astern Ca nuaa---- 

Yes? 

Ana the other is to, my understanding was and it has been 
seid by Commission Counsel that on these exclusive franchises 
business could be operated for practically nothing. 

WR. FRAWLEY: You are meeting that point? 


I want to make that clear, that it is not possible to re- 


ne 


"es 


Sie 
<x 
Ary ae 
Roey 

rs 


<a . s 
Sie, 7 
—_ 
: . Same 
SMa 
woe 
= < < 
ce 
mere 
rie ae sae 
; 3 = 
at 


aay 
Sre 


ot 
they 


tas 


-ted 
ae 


Ae He Miller ~10,962+ 


C2 

6 
duce the cost on an exclusive franchise operation. 

Q wie FRAWLEY: 50 that the Commission 
will know, now where did I ever say that, is that just 
# general impression you got from disSussions with me, 
so that we will be clear what you are mecting or trying 
to meet? 

di Well you made the statement to me, lire. Frawley, that 
there would be a tremendous saving if the Province were 
zoned and just one company operating. 

re} lite HERV LE: In each zone? 

~L Yese 

o Do Ll understand, mr. siiller, your impression was that the 
Province was to be divided und zoned, if you can use that 
word? 

A vorrect. 


G end different zones given to the principal operating con- 
panies in the Pruvince on a proportionate basis according 
to their present gallonage ? 

4 That was one of the theories which iir.e Frawley had in mind 
as he expressed it to me. 

G And you are meeting that theory? 

é In other words your thought was that if you took 25% of 

the Province of Llberta and you gave it to the Imperial 

Oil Company, you took another 25% and you gave it to us, 

you took another 2 bo and you gave it to sosebody else and 

then we were operating on an exclusive franchise in those 
zones; not only will those costs, your actual operating 
costs at your agency points be greater but your entire 
costs would be tresendously greater on that basis; for 


inatance take’ Routhern Saskatchewan, as I said the other 
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day, we are sitting there with a refinery and we operate 
in # drought area 200 riiles one way and about 300 tiiles 
in the other, what is our position, which I am going to 
show you later, our position is that, when we contract 
the crude and we contract for various things in expeot- 
ation of a crop, ' as I seid the other fe the crop 
Condition in Western Canadu has the greatest bearing af 
the merketing of petroleum products than unywhere else, 
and what is the picture? You sit there end your crop does 
not come off, your cost per gallon goes sky high. You can~ 
pot press a button and shut it off overnight or you ce nnot 
press a button and start it up in the morning. You have to 
have qa highly trained personnel , you have to have proper 
facilities, and that personnel cannot be trained overnight, 
‘ps0 that there are two thouzhts, as I said, Ure Chairman, 
OMe was to show the diffuruneo between the present operat- 
{ng of the industry as against those operating exolusively 
and the other is to still show you the difrieulties that 
this business has to contend with because in my third 
Volume I am going to discuss, and which I vhink oar 
Frawley is anxious to get down to, the marketing cost and 
I want to reiterate again that it would be most dee ky and 
pot only unfair but it just cannot be done, you cannot 
figure the marketing costs of this industry uncer any one 
year and as you said, ir. Frawley, that you wanted our 
business in 1938 and I am anxious to show that marketing 
costs in this petroleum industry in Jestern Canada aust be 


judged over a long period and not over any one years 
MR. FRAWLEY: Don't worry so much about 


whet I am interested in, it is the Commission you are 


presenting this to and not to ir. Frawley? 
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ii Quite right. 

‘ay hiRe H&ARVIE: But I think we are interested 
as to what Commission Counsel has in mind and as to what 
his line of reasoning and thought and intentions are? 
wie FRsWLiY: I do not know. 

THE CHisTRiAN: QULte SO» 

Re FRaWLEYy: I do not know. 

THE CHATRUAN: Oh yes, they aree You are 
investigating every avenue asl think you should and surely 
as yOu approach each avenue those who have an interest in 
seeing that you will not have a theory which is wrong, or 
that you might have a theory that they think good, which 
they think they should support, they are at liberty to do 
it. We have explored this with witnesses, the Commission 
has, whether you have or not, this id@ea of dividing up the 
territory and so on andiir. Hulverson was examined about 
thate 

whe FRAWLEY: YE Sc 

THE CHi Tdi N: and it is right that this 


witness should give his mind and thought to it. 

wR» FRALEY: That was what I wes anxious 
to know about and if iir. sjiller is now referring to a 
line of examination I had with wire Halverson, suggesting 
what could be done by this or that all right. All TI am 
Goncerned about is that there has been no preconceived 
ideas about this. There sees to be something in the 
witness’. mind that I have preconceived ideas that I am 
going to submit to the Commission either now or at 


another time and I just want to assure him that there 


is nothing of that kind. 
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THE CHATRMAN: You will explore every 
avenue naturally that will be of assistance to us- 
hike FRAWLLY: Yes; and I have done so 
without any sparing of money or time up to date but I 
want this man's statement und this company's statement 

to the Commission to be helpful, to be helpful and useful 

and I do not want him thinking that he has to meet any 
preconceived ideas of mine. 
WITH ESS; L am not, ire Frawley. If 
spent several months. that is off and on, with what time 
I had, to prepare this picture to show why the cost per 


gallon here is higher than it night be expected to be by 


some people and to let this Commission know the peculiar= 
ities of this business and to also give them our experience 
over the past 10 years, which we think and we have every 
reason to feel, will be the same over the next tens I do 
not expect to see the next ten years in this Western 
country any different so far as operating costs in the pet+ 
roleum business is concerned than they have been in the 
last ten years. I do not expect to see the hazards any 
different. It is a very hazardous business- The inven= 
tories in ijestern Uanada so far es we are conesrned; we 
have an inventory in vanada of about 11 million dollars 

out of which in Western Canada the inventory is about 6 to 7? 
of the total and when this crop goes off and there is no 
production we sit there with those inventories for 


another year and that has to be considered too. 


MR» HARVIE: And that is what you meant 


when you said that really the over-all picture over a 
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series of years must be considersd, rather than as ine 
timated, as I gather, by Commission Counsel he was only 
interested in one YSar ISG 

MRe FRaWLEY: I am not going to protest 
any more, re Chairman. 

THH CHATReia I: Oh I think not. I think 
ure Frawley only wanted it to be brought up to-date. 
WMRe HAKVILE: l think Mrs Miller can 
eilphasize what he has in mind. I think there is sore 


than that and I think it is well to have the air cleared 


On Lhe 

MRs FRAWLEY: Yes, there is something more. 
WITHHSS : You fiean with reference to 
competition. 

MR. PRAWLEY: Yes. 

WITNESS: Well I tried to mention to. 


Mr» Frawley some of the things I mentioned this morning, 

On the operating costs and so forth of this industry, that 
they should be judged over a long period. ur. Frawley's 
reaction to that was “we are not interested" or "I am not 
intersted anyway over what has happened in the past 10 
years or what is going to happen in the next 10 vears. All 
we are interested in and all we are interested in in any 
Way shupe or form is one year's cost, 1968". 

MiRe FRAWLEY: LI am very sorry if you took 
anything of that sort from any casual conversation you 

ever had with me, ir. iiller. 
WITNESS: It was the statement you made, 


MYre Frawley. 
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aie HahVii: I know there were other 
officers of the company got the same impression at the 


sale conversation. 

THE CHATRMAN: This must be borne in mind, 
Mire willer, that you are familiar with the nature of this 
inquiry and if you think the ten year picture is the only 
true picture no doubt kir.s Frawley will be the lest person 
to want to limit you to 6 months or to & one year perioc. 
we are trying to find out what are the proper answers to 
questions which are propounded? 

Guite right. 

TH CHA Tit. AN: ind you are quite at liberty 
to approach it any way you like. You have ean interest in 
the subject. You have an interest in our recomnmendutions 
perhaps, and you naturally will convineeé us of what you 
think right in such way as you see proper? 
Dieaweeserbuseein, bryane tO d0'>% Sir. 

Yes, but I am not minimizing anything the Commission 


Counsel says, Commission Counsel of course is the right 


hand of the Commission so to speak presumably bringing 


before it everything that he thinks will be material and 


of interest to us? 


Yes. 

Now you may differ with him as to whether or not a given 
thing is of interest and you are at perfect liberty to 
proceed in any fashion you think proper, there is no 
prohibition about it,-whether it will convince us is not 
for anyone to say, we do not know ourselves as yet,-and 


as uajor Lipsett says it should be said in favour of what 
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Li 


fe Prawley has suid, that whilst you may not get the 
complete picture over a yeur, certainly last year's 
Ooperetions are of grexut importance as being more im- 
mediately near to the point that we are now dea ling 
with? 

ulte right, and it was the best year so far as this 
industry is concerned, it was our record year in the 
Province of Alberta, 1938. 

ite HARVIL: and possibly for that 
reason it might be all the more unfair one to take, than 
any of the others? 

hinte FRA GLY: The Comission is able to 
judge that. 

I think the picture will clearly show the condition over 
the 10 year period and I think that is going to be very 
interesting. 

Mie PRaw LEY: There is nothing strange 
about this. The Commission hud the same thing to deal 
with in connection with the pipe line. we emphasized 19388 
and then we gave some effect to what the possibilities 
might be in the future and so one. However I certainly 
join with the Chairman that the British American Oil 
Company or eny other oil company, they have the freedom 
of the Gomuission so far as I am concerned, to bring in 
any kind of coat they like which they think will help to 
denonstrate this industry properly to the Commission. 
THE CHALTHAN: Jill right. Now where do you 
go next, mrs liililer’ 


We are at Queenstown, sir. 
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Q Yes? 

ry Queenstown, I suppose you do not wish me to go into all 
the details. 

a) No? 

nA) Queenstown there, we show 80,000 gallons POTEHtGIaAL. 1 


might say the various potentials will vary from year to 
year, it may be 80,000 gallons this year and 140 , 000 
gallons next year or it might go down less than this year. 
We Show a cost there of 4.06 under the ugenay operation 
where we have a gallonage of 21,426 gahlons and if we 

had all the business on the seme basis as we figured 9ut 
the previous points it would cost us 4.54. Wow if we look 
at the chart there, Chart No. 5 covering Queenstown, you 
will notice in the four months. July, August, September 
and October, 47.89% of the total business was done in four 
months and whan you look, start offwith January, 1937 as 
100%, and you see a wide variance in the percentuges by 
months, we drop to 34% in February, 167% in liarch, we go 
up, &April 774%, and then for those four months , May, June, 
July and August there, we have 3589%, 3476%, 2234% ana 
2100%. I mention that again because that is the true 
chareeteristie of this Western business. Sometimes your 
picture is away up in the Spring and another time it is 
away up in the Fall and this shows two years there, the 
black is 1937 and the red is 1948, from January to De- 


cember » 
The next one is Lomond. In 


Lomond there is a total potential of 76,000. We have a 
total of 33,367 and we show the cost under the old operation 


of 2.96 and our new cost or the cost under an exclusive 
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franchise would be 4.78. 

inAJOR LIPSHETT: You are still carrying that 
on on the basis of a whole-time nan at £1800? 

Yes, there is only one nan. 

For 76,000 gallons? 
Yes» Now it cun be converted. ir. Commissioner, to the 
Commission basis but it would not be any less or not very 
much less if any. 

it Craigmyle, we are now 

coling to some of the medium points after Craigmyle. at 
Craigmyle out of a total offering of 84,000 gallons, our 
business was £6,U00 gallons and it cost us 5-37 on a com-= 
mission basis and a cost on en exclusive basis where we have 
one fan operating would be less, very slightly less, 5.02. 
You will notice on the chart of Cruigmyle in 1937 there wags 
no crop or the crop was very bad in any case and then you 
take 1938 in red, shows where your peak season cane in be- 
tween .\ugust, september, October and November, in red. The 
next one is Sylvan Luke, and Sylvan Lake is a different 
Operation entirely. 
MRe HSRVIE: Now these are getting into 
the medium sized stations? 
medium sized stations. 

dive these sumagries on page 18, 19 and 20? 

You mean to go D those. 

If you care to? 


HLL Teh « 
They are just in a summarized form? 


I think we will get to that but I wanted to show the actual 
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deliveries made Up here later. 

a £3, riehh? 

ti Sylvan Lake---- 
THs CHALREHA WN: I am at Gueenstown and 
then we go to Lomond+-+~— 

A And then right on, sir, to Sylvan Lake. 

Q THi CHAT: N: Oh yes. 

A Sylran Lake, and that is shown on Graph No. ow There is 
& point with an offering of 246,000 gallons and our bus-« 
iness there is 61,000. The number of companies operating 
there are two. «Je show a cost there of 2.95 under the 
commission operation. Under the exclusive basis we show 
a cost of 3.07. There we show 12 months, one agent $1800.00 and 
One driver for 12 months at ¢100 a month, e100. le show 
two trucks, cost of maintenance of those trucks at 4 
quarter of a cent will be &590; we show one truck 6740 
and the other truck 240, making a total of ¢1,570 and 
that is a 236 , 000 gallons potential points, You will 
notice that the business at Sylvan Lake is very much more 
stable and constant than it is in some of the other points, 
particularly on the previous Graph there, Craigmyle and 
so.forth. 

Q WR. HARVLE: That is shown on Graph 6? 

A On Graph 6; that is due to the fuct that there is a re« 

BuuMer regort there and there is g large cur con- 


sort, 


sumption which makes the sales a little more of a stable 


and steady nature. 
The next one is Picture Butte, 


4llustrated by Graph 7; total offering at Picture Butte of 
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20,000 gallons; three companies operating. 

wAJOR LIPSETT s In that Sylvan Lake Graph, 

Mire ssiller, there is little variation? 

There is very little variation in there. 

That 10,000 gallons for instance for July, 1938, is that 

shown there in the Graph? 

On the Graph? 

Yes? 

Yes, that Graph is on the basis, on the percentage basis. 
Lt starts off ut 100. I think I have Sylvan Leke further 


on,on an actual gallonuge besis. 


UR. FRAWLEY: How do you determine. the 
jPObel Cifering, ir. Miller? 


‘In some cases we secure the figures of the sules by 


other compsnics at the point and in others we make an 
estinate of car registrations and the tractors, or we gan 
get it by the number of tank cars and tank trucks going 
into the point. There are any ways how we get tha t 
potential. Sometimes it is difficult to get. 

UWRs FRAWLEY: I mean it would be very 
easy to get it from us because we have all of the con« 
panies’ gallonages at all these agifferent points? 

{nd you can check rates too, as I sald, ir. Frawley, 
these potentials ee any point in Western Canada will 
vury up and down over every years fou may have a point 
today that gives you 100,000 gallons for 1939 and in 
1940 it may give you 240,000 gallons or it may only give 


you 50,000 gallons, depending upon the crop and weather 


ana other conditions. 
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Picture Butte shows 10 tamks 
there, 64,000 gallons. We consider at Picture Butte we 


require 8 tanks as a minimum. 


(Go to number 10,974 ) 
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96,000 gallon capacity. The cost there on the commission 
basis is 2.83 and the cost on the salary basis, this being 

a large enough point to operate on a salary basis, providing 
we did it on that basis, it would be 2.96¢ per gallon. 

Q MR. COMMISSIONER LIPSETT: Why do you increase the 
tankage in that point from the present 61,000 to 96,000? 

A well, sir, we feel that point there of 200,000 at Picture 
Butte, due to the peculiarity of the business, we would not 
be safe unless we had a minimum of 8 tanks or VO, 000 ea ltons, 
We have to ship in for that tank car lot loads of Diesel fuel, 
kerosene, three gradss of gasoline, besides other sundry 
products. And the distance Picture Butte is from the refinery 
and due to the peculiar trend of business in the Fall of the 
year, we have, we feel, to have ample capacity. 

MR. HARVIE: That is the sugar refinery. 

Q MR. COMMISSIONER LIPSETT: Is there any suggestion at the 
present time that the tankage is not sufficient? 

A Well, it may be sufficient with the three companies in 
there, but anparently they are in kind of a bad mess, 

There are 10 tanks thet have only got a 


these tanks. 


total capacity of 34,000 gallons. If we got back, Mr. 


Commissioner, to say two products, just say two grades or 


gasoline and distillate, and everything else went by the 


boards , then our capacities at these points would be 


that much less. 


But, Mr. Miller, you are reducing the number of storage 


tenks from 13 to 8? 


A Yes. We are putting in our storage type of 13,000 gallon 


tanks. tie only use one type of storage tank anywhere 


in Canada. 
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q MR. PLOTKINS; Is not the explanation that 
a large number of that ye rcentage of that gallonage comes 
in by truek from Lethbridge, and that is why it does not 
need awful big capacity tenks? 

A Y think you are right. I would not be Surprised.In other 
words, they are trucking into fa: in smaller tanks, 

MR. FRAWLEY: ; It is yourself and your 
jobber, the Great “est and the Artic. If that would help. 
THE CHAIRMAN: Under this theory, if it be 

a theory, would it be an advantage to everyone if you would 
have a lesser number of products, or do you think everyone 
Should be ettitled to buy their luxuries whether it be in 
oil or anything else? 

A Well, I think it would be a mistake to restrict the 
products too greatly. But A said the other day, 

Mr. Chairman, due to the changes that have peen made in 
the mechanized operations of the agricultural business, 
particularly the many changes they have made in their 
tractors, and before they had tractors, their engines, 
it has taxed this oil industry in Western Canada wb the 
limit to supply over the years and particularly the last 


ten years, their needs. They are now getting down to a 


more stable basis. Apparently all the implement companies 
are now devoting and selling practically one type of tractor, 
which is a general purpose type of bractor, rubber—vtired) 
and the farmer can hook onto his wagons and take his 
requirements to the elevator, or he can use it in the field 
for his plowing work, and use the same thing for his 
threshing machine, and these tractors are run by a small, 


high-speed type of motor requiring a minimum octane of 70. 
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As far as we can find out today, as to consumption, 
when the majority of the farming becomes equipped with a 
new type of tractor and other equipment, we are assured 
the consumption will increase 25% over the farm business, 
What happened was, we started out in the early years, we 
stored one grade of gasoline and kerosene. There were no 
engines in Western Ganada thet used anything else, but 
that one grede of gasoline and kerosene, and the majority 
of them were using kerosene. “hen they changed their 
mechanical devices and carburetion and so forth, and they 
changed the ignition syste, and so on, we tried to keep 
Time with that’ Tnidustry in peers firat oliveri weaves 
distillate because when times were adverse the farmer was 
angzious to buy petroleum products thet he could get at 
lower prices than gasoline. We got into the high gravity 
distillate and we got into the low gravity distillate, 
amt that is the way it has worked out through the years, 
and as I said, we have been carrying about seven. Then 

I said the motor industry likewise were going in the 
opposite direetion and they were trying to cut down the 


weight of their motors and increase the power and efficiency 


of their cars and we had to keep time with them and put out 


higher octane fuels which cost more money. As I said the 


Otier day, © think the sverage car in, The United States 
and Canada is about six years old. Therefore, I think 
the time is coming when only two erades of gasoline at a 


maximum should be necessary. As the farmer is also going 


to get a standard grade of gasoline, why, that will 


eliminate that product, or it should eliminate at least 
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the distillates and naphthas or any other product. 

Q You think you have reached the point where two brands 
Of gasoline could suffice? 

A ~es; te ULink sO. 
MR. FRAWLEY: Which two? 


The stendard brand today, of anywhere from 71 to 7% octane, 


THE CHATRMAN : Just eae minute. Stendard 7] 
Power f 

A 71 octane, we will say, sir, today, that is the average, 

Q Yes? ure you allowine any Soread On that 7 o0o anything? 

A 7l1'minimum, sir, 

Q, That is your standard? 

A That will gradually increase as farm implements or farm 
engines or motor cars increase their compression ratio. 
And the other one, I think you will have to have as a 
minimum is 80, which is now known as Ethyl gasoline. 

Q What is your Ethyl minimum, did you say? 

A SOs, sire 

Q 80 octane minimum? 

A That is right, sir. Then there will be aviation gasoline 


that we must deal with separately. *e do not carry that 


ali over )the prairies... We only carry that at main points, 


like, Calgary, Lethbridge, Winnipeg, and so on. 
Ende ite calle fort 
A Tt calls for today, sir, there is very little if any today 
below 8% octane. 87 is mostly used today. 
Do you think that is the proper minimum, 87° 


A 87 is the minimum. They are running up now to 100 octane 


due to the increased compression of the engines, particularly 


those used by the army and the navy. 
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Q MR. PLOTKINS: Would you care, Mr, Miller, 
to give the same for distillates and other products, until 
such time as we can eliminate them? I would like to hear 
Something about that? 

A As I said, Mir. Plotkins, I think once we have a prosperous 

yyear or two out here, and the ola equipment is replaced 

by the modern, new equipment, then your distillates are 
going to definitely decline. They are deélininge, sir, 

They are definitely declining. Our distillates deelined 
very considerably last year and the year before. That is, 

I am speaking about the 45 gravity distillate. Thet has 

been supplanted with the third-grade gasoline of around 

06 octane, and thet is going to be sunplanted when the 

entire territory has thenew-tyne tractor with the 70 octane, 


tceWilieceake e Little time to work it cut, but thet is ths 


trend today. 
THE CHATRMAN ; 70 octane? 

A Yes, sir, You see, the tractcrs the farmers have today 
that are using 56 to 58 octane gasoline are low-compressingn 
and they can get by. But they must have 70 octane for 
the new tyne. 

Q Well, if your minimum of your standard brand is 71, you have 
only to - go up 1 to get away from the farmers requirements 


as a separate thing. I mean, he would be using the standard 


brand then? 
Maybe I confuse you tuere. 


You said standard brand 71 octane mininum? 


Yes. 
That the 


ee 2 i 


Ethyl 80 octane minimum, and aviation 87 minimum. 
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sales of distillate were declining for farm use: 
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A that Ls right. 
That third grade gesoline was now taking its place? 

A Was taking the place of the distillate, or has done over 
the last year or two, 

Q And when you get the new type of farn machinery, you say 
it would use 70 octane gasoline? 

A ee ee Ve percwsr or 7), 

Q WSs, 0071, and that brings it right up to what you call 
the standard brand? 

A Teavels. correct. 

q So that you would then have outside of the necessary greases, 
there would only be a need for standard gasoline and Ethyl? 

A Standard brand gasoline and Ethyl gasoline. 

Q Nothing else, if the new type of equipment was used by 
the farmers? 

A Of course we would have to carry kerosene, and we would 
probably have to carry Diesel Fuel for Diesel fngines. 


The fight seams to be between Diesel and high-compression 


motors today. 


q@ MR. COMMISSIONER LIPSETT: But it would follow the 


trend to reelly if that turns out as you say, that the 


third structure will put out the distillate? 


A Yes, as time goes on, I cannot see anything else for it. 


I supvose it would come to the time when with the newer 


motor cars you have to go to Uthyl exclusively? 


A That is right. “ell, except it has really worked out 


in this way, sir. Today, a man buys a.new car and he 


generally goes to ‘thyl, The man who bought his car 


four years ago can still use standard brand. As I have 


the average is about 6 years old and there is e definite 
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cost of Ethyl over stendard, and a man should not be 
penalized by only having 80 octane if he has got a ear 
that is four or five years old. The other man is willing 
to pay the price and get the performance and greater 
ecomomy if he has a new car. and therefore he buys Ethyl, 
“e have some farmers here this year buying Ethyl easoline 
for the tractors, the first time we know of in history, 
for that new type of tractor, 

Q THE CHAIRMAN: I was interested in hearing 
you say as the new machines are brought out the refineries 
are hard put to it to put out a suitable gasoline for the 
machine, You follow the machine always. I mean, people 
making machines might find themselves in a bad position if 
there was not any fluid which would run them. How is that? 
They would not make them very long? 

A No, I think today, sir. with the further developments 
vf the Society of Automotive Engineers they get together 
with the various engineers in the petroleum industry and 
try to figure out what they can do for the future; and then 
they estimate what they can do and they keep pace. They try 
to synchronize the products with the efficiency that is 


required. 


Q Yes, because surely a company could not just decide over 


night that they will have you change a large part OL your 


plant and every other refinery plant to serve their maghines? 


a No it. 


Q And if they could not get the gasoline, they could not sell 


their machines? 


A Yes, quite right. ‘hen it does take place, we have to make 


provision for thet right across the board. 
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Q MR. HARVIE: That is the Chrysler 
situation that you mentioned the other day where they 
had to make two kinds of heads? 

Q THE CHATRILAN : You say as 2 practical 
thing today the automobile and machinery makers are trying 
to work with the engineers in your industry? 

A They do, sir, right along, both here and in the United States, 

Q So that we might not expect a continuity of these shades 
and differences of gasolines? 

A Not so much as it has been in the past. 

Q And gradually eliminated if they are really co-operating, 
I suppose? 

A Quite right. As a4 matter of fact, to illustrate how that 
works in the Western Provinces, With the multiplicity of 
brands, particularly due to the fact that large numbers 
of the agency points, the total potential is not great, 
we became concerned with suttine in or having to introduce 
and instal 13,000 gallon tanks. So we purchased for half 
our agency points in Western Canada some five or six years 
ago, 3,000 gallon tanks, which lay horizontally on ‘the 
ground, adjacent to our vertical 13,000 gallon tanks. 


Then we made an investment of another O00, JOO SOO LO wares 


im 


compartment cars in order that we could load that compart- 


ment car with three different brands Of Moone vs pOsoun 


agency and unload it, as against shipping 8,000 gallons in 


individual cars. Now, thet is only about five years ago. 


Today, viet 1s really obsolete as far as we are concerned, 
we wish that the 50 3-compartment tank cars were in the 


one tank, and we wish we had not got the 3,000 gallon tanks 


either. But there is the condition that we have been up 
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against in this western Operation, to try and buy what 

was needed, and at the same time supply it in the most 
economical manner so as to set the cost as low as we can 

to the producer, and that has been absolutely essential 
over the last ten years, particularly due to the very low 
prices that he has received for his production and the very 
poor crops he has had in many areas in “‘estern Canada. We 
have got to study these conditions una Study that production, 
because as I said they are closely allied with the farming 
industry, more closely than we are to anything else. and 
that, after ell is seid and done, is our biggest industry. 
MR. PLOTKINS: Mr. Miller, in connection 
with this Ethyl and high-octane gasoline, has it not been 
your experience in the last few years that motor manufact- 


Urers put) out .feeler cars. In other words, in the higher 


Prange thes Peach. eee. eee? 

THE CHATRMAN: Put out what? 

MR. PLOTKINS: Feeler cars. They put out 

a car of the same make, for instance, take the Chevrolet, 

is it not a fact the Chevrolet in the last six or seven years 


heve put out two grades of Chevrolets, the Mester end the 


Standard? 
I understand they have, yes. 


And the Standard has e lower comoression ratio than the 


Mester? 


I was not acquainted with that, Mr. Plotkins. I understood 


Phat Joe et Wethave bought’ alot of them and I think 


the difference between the Standard and the Master was in 


the equipment, the body, and one had long springs instead 


of the new, shock~-absorber arrangement. But I was not aware 
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there was any difference in the motor. Trdid not 

until now. 

You know the Master is a considerably heavier car? 

It is a heavier car. 

And in order to take care of that wetent, not only my 
information but my experiences is that when we buy ao Master 
or the Special as they call it, I think you get a higher 
compression ratio. In other words, you get a much more 
powerful motor. 

THE CHATRMAN : This Witness gays he 

does not CHOW TEES. 

MR. PLOTKINS: The point I am comine to 

is this, is that not some arrangement where the automobile 
industry has a means of finddng out whether the publie will 
accept that higher compression ratio, or that little better 
car each year, and as the percentage of the public buys 
today a car if it is acceptid by the publicnest year the 
Chevrolet will take that - we will take that one company 

for an excani 8 and the Standard Model next year will be 

the Special Model of the year before. That has been your 
experience, has it not? 

A Well, really I cannot answer that intelligently, 

Mr. Plotkins, because I am not familiar with that experience. 
I do know,however,thet the oil industry combines with the 
motor car industry, which is mainly done through the 
Society of Automotive Engineers of which both the petroleum 
industry and the motor car industry are jointly allied, and 
work out if they can the future requirements as far as 
increase in compression ratios and so forth are concerned. 


I will say, also, I think the development of the motor 
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industry and LE of the petroleum industry, too, has been 
remarkable over the 1: st six or seven years. The way they 
have been able to bring their eosts of motor cars down and 
reduce the weight of the motor by 50, 60 and 70 per cent, 
and give greater performance at the same time, end lower 
the cost per mile, less consumption per mile. ‘here a car 
had 50 horse power at one tim, it now has 100, end it uses 
less gasoline than it did before, and you get greater 
performance and greater speed. J think it is marvelous 
what has been accomplished. 

You do not expect to change from the present conditions 
where a large percentage of your business is third-grade 
gasoline. By the way, what is the percentage of third- 
grade gasoline to standard and Ethyl that your company sells, 
for last year, for instance, to jobbers and everybody, the 
total sales of your company? 

You mean gasolines only? 

Yes, gasolines only? 

I think our third-grade gasoline is about 30% of the total, 
Yes, I would estimate that, 30 or 35 per cent. 

That is only a guess. 

You would not expect that to disannear by next year 

No. As I say, as far as Western Canada is concerned, from 
the information that we are able to seoure through the 
Dominion Bureau of Statistics and through the verious 
Implement Companies and other forms or statistical 
information, if this country does produce very good crops 
and they are able to secure a fair price, wevare soiling to 
see a big change in the existing equipment, because it is 


claimed that there is so much of it now that is ready for 
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the junk-pile, and when they buy new, it will be this 
new type that they will buy. 
q, MR. COMMISSIONER LIPSETT: “hat is the trade name 


of your third structure? 


A British Motor Gasoline, 
THE CHAIRMAN: british Motor? 
A British Motor Gasoline. Nov, just to five you an idea, 


We have not got « tractor for farmins operations of any 
kind except by oxen in Quebec, and very LPUt le) of acme 
In the Province of Quebee over 51% of the total gesoline 
consumed is Ethyl. Thst shows you the trend LOWALAS is eveee 
MR. FRAWLEY: Tourists buy, au.lo t por 
gasoline in Quebec in the summer time. 
A 51% of the total. The tourist trade in Caneda from the 
United States only consumes about 97) of the total consumption, 
Q THE CHAIRMAN : Your ¥thyl gasoline is an 
edvantage, as I understand it, in high-compression engines, 
But take the low-compression engines, If a person wanted 
to use it in a four or five year old ear that you have been 
deseribing, if he wanted to use Hthyl, is it any advantage 
or disadvantage? 
A There would be an advantage, and I think thet he can save 
money by so doing, nroviding he will have his motor adjusted, 
It is claimed 


that is, toth his carburetor and his ignition. 


by people thet should know that there are millions of horse-~ 


power today on the road thet is being wasted. In other 


words, they claim there are more cars on the road today 


that are not taking full advantage of the fuel that is being 


provided than there are that do. [I do not know whether the 


Fthyl people are coming here or not, but I think they can 
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give you some very remarkable and interesting informa- 
tion in connection with that. 

Is it an advantage to the trade, to your company, for 
example, to sell %thyl or not to sell Ethyl? Supposing 
Ethyl were eliminated entirely, and it was said it was 
Quite unnecessary. How would it affect you? 

In the West, sir? 

Vell, take the West first, yes? 

It would not affect us very much. 

becsuse there 15° so little Ethyl sold? 

About 15% I think of the total in the Province of Alberta, 
Take your whole picture, your Canadian picture. I am 
Levene KOLinanOlt it this is just something thats 

being thrust wpon the trade by the autamobile manufacturers 


iP) 


and the Ethyl Gorporestion OT...cveeen! 


I do not think so. As far as we are concerned, the differenge 
that we secure for Ethyl over standard is taker care of by 

the additional lead we buy and manufacturing costs and 
facilities we have to provide. In other words, on the 
average we do not make any more money out of Uthyl gasoline 
than we do out of standard brand gasoline. 


You would be just as hanoy if there was but one standard 


brand? 

I think we would, sir, yes. 

MR. COMMISSIONER LIPSET?T: You have to provide special 
storage for that 15%, I suppose? 


Yes, we do. 


(At this stare the Hearing was adjourned Sheariihis -O(Oh joke arreye) 
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SLPael HERBERT MILLER, having 
been recalled. 
“IThKESS : The next Graph we come to 


is Graph Wo. 7 covering Picture Butte. rieture Butte 
Shows a total offering of 250.000 gallons. The number 
of companies operating - 3. Our g@llonage 147,000 gallons. 
Based on our commissions last yoar and our fixed charges | 
our cost per gallon was 2.83. ie estimate under the 
exclusive franchise carrying 8 storage tamks at 96,000 
gallons capacity as egainst 13 tanks that aro now there 
of about 80,000 gallons capacity, our cost per gallon 
WILLIE ee7o, which oh aA company-operated basis calls 
for one agent, 12 months, 1800.00 and one truek driver, 
1é months, 1200.00 and two trucks, one tank truck, one 
tank delivery truck and one smaller truck for miscellaneous 
ano farm deliveries. On the Graph it shows there the 
peculiarity again of the trend of the business; ho Bde a) 
under the black it showed the peak run in wjugust, eptember 
and October and in 1938 under the red we get the pcak 
during March and May end another in the Fall of the year. 
The next we come to is Leduc. 
Leduc has a potentil of 223,000 gallons. In 1986 there 
were 13 storage tanks there, or 15 storage tanks rathor, 
I beg your pardon, 14 with a capacity of 67,000 gellons 
and two with a capacity of 15,000 gallons and there were 
five companies operating. Our gallonage 59,160 gallons 
and our commissions plus our fixed charges worked out at 
4.54 cents per gallon. Under the exclusive franchise 
based on the same gallonage we estimate 8 tanks as the 


minimum with 96,000 gallons capscity; one driver and one 
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agent for 1d months; driver 1200.00 per year and the 
agent ,1800.00 a year. It would necessitate two trucks, 
One tank and one stak3, and we estimate our eost per 
gallon on an exclusive basis would be 3-26. The Graph 
Noe 8 shows that there is a business at Ledue which is 
more consistent than it is at tho majority of points 
inasmuch as I believe Ledue has considerably more mixed 
farming consequently it has greator stability and a more 
consistent operation throughout the year. 

The next point is Dewberry. 
Dewberry had a potential of 110,000 gallons. The number 
of companies operating - 3, vith 72,000 gallons capacity 
there in storage, which includes our own. Our gallonage 
was 01,031 gallons and our cost on commissions paid and 
fixed charges was 3.74. ve estimate there we would 
require 6 tanks on an exclusive basis and a driver for 
six months in the year only at ;600.00 end one brench 
agent with a salary of »1800.00 2 year. @ Only show 
one truck, giving depreciation and maintenence costs of 
~Ol5,00 and we estimate that operated on an exclusive 
basis it would be 4.79 as against 3,374 as at present. 
The trend there at Dewberry is erratic again. It varies 
very considerably. In 1957 the big peak was April to 
June and then it faded off in the last four months of 
the year no doubt due to the intensified tractor activities 
in the spring and not a very good crop in the fall. 

The next one is Nobleford. 
Nobleford has a potential of 151,000 gallons ineluding 
ours there is 67.000 gallons storage. The cost, the 


fixed charges and commissions give us a total cost per 
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gallon there of 3.23 cents per gallon. Under an 
exclusive basis we estimate 6 tanks minimum 72,000 
gallons, an agent 1800.00 a year and a Griver for 
8 months at $800.00. There would be two trucks, 
one tamk and one staks, The estimated cost there 
on the exclusive basis is 4,02 cents per gallon as 
ajainst 3,23. Referring to the Graph No. 10 on 
Nobleford it indicates very clearly there the usual 
conditions in the marketing of that particular type 
of agency. It shows wide fluctuations in 1937 in 
black. They do not rise very sharply in the first 
Six months but in the first six months in 19358 they 
did and the same thing applies in the Fall of the 
year, August, September and October, where thoy reach 
@ peak in September of 1970% as against the 100% in 
January 1957 and 163% in January 1938. 

The next point is Carbon. 
In Carbon there is a total offering of 150,000 gallons, 
With three companies operating and ineluding our own 
Storage there is 75,000 gallons. Our gallonage is 
58,197. Fixed charges and commissicns, we have a 
cost there of 3.18, Under the exclusive franchise we 
estimate 6 tanks 72,000-gallons capacity, total. We 
estimate an agent for 12 months at $1800.00; a ariver 
for 8 months at 4800.00 and with our maintenance, 
depreciation on the two trucks, plus the estimated 
fixed charges and the interest, a cost of 4.35 cents 
per gallons 1947 and 1938 were fairly consistent. 

The next one is Delia. 


Delia has got 167,000 gallons potential. There are 
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two companies operating with equipment and one operating 
without. Capacity of 51,000 gallons. Our peroeentage 
of the total was 57,550 gsllons. Our commissions paid 
together with fixed charges gave us a cost of Gaus On 
an exclusive basis we estimate 6 tanks at 72,000 gallons; 
one agent 1800.00 a year: one truck driver for 8 months 
y800.00; two trueks, which with maintenance and depreciation 
plus the fixed charges would give us a cost there of 3.72. 
Deliawin 1947, in the Fall of the year or in the four months 
where we usually get a large gallonage they went off, due 
to erop conditions. In 1938 it came right back showing 
the peak trend again which is usual for that type of 
operation or that type of agency. 

The next is Ponokae Ponoka 
has @ total offering of about 442,000 gallons. There 
are four companies operating with equipment and there are 
two companies operating without equipment. 16 storage 
tanks, including our own, with e total eapacity of 
105,000 gallons. Our business was 126,403 gallons 
and our commissions and fixed charges gave us 4 cost of 
ao0l cents pex galion; under the exclusive franchise 


we estimate we wil’ require 10 tanks of 120,000 gallons. 


Q MR. HARVIE: This is your first large 
Station? 
A First large station, yes. Salaries, we have to have one 


man in charge »l@00-00 a year and would require one driver 
~l200.00 a year and we would have to have a second driver 
at $1080.00 a year and a driver for 8 months gt $720.00 
for the 3 months. The extra driver would naturally be 


requirec during the peak season to make, assist in ma king 
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_ the deliveries to the farmers curing that period. ‘ie 


would have to have three trucks which with maintenance 
and depreciation amounts to v6825.0C with a total cost 
over all of 2.35 cents per gallons as against 2.01 cents 
per gallon gnd looking at the Graph Noe 13. the business 
for that two-year period shows LU ismiatniy consistent; 
in other words there is a fairly good motor-car desler 
business in addition to the farmer. 

Strathmore is next. 
MR. HARVIE;: Just on that point, Mr. Miller, 
of Ponoka, by looking at your chart I see your dealer's 
business is semething over double your farmers and is 
that true where you get a chart that runs consistent? 
No, it might be the ease there where we happened to have more 
dealer business than we had farmer business. On the other 
hand the farm business might be all of one particular type 
of business and the dealer businoss would be less. 
MAJOR LIPSETT: Is this point that I was asking 
you about before present here, in that case your degler 
there at the present time he is getting commissions from 
you and he is also getting 4 cents or 5 cents Spread to 
the public whatever it is? 
4 do not know, Mr. Commissioner, whether he is a dealer- 
agent. If he was a dealer-agent then he would get the 
cifferential over tank wagon for his retail business but 
that would be entirely distinct and separate from ours 
because he would be in the same classification as any 
other dealer, he would have an investment, his dealer 


operations, such as garage or service Station, whatever 
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it might be but it would be different from ours, 

Would that be in addition to Supplying trucks? 

He has ---- 

4 spread of 4 or 5 cents a gallon on top of the commissions 
Which he gets from you? 

They have nothing to do with the agency operation, 

Mr. Commissioner, The spread he would get on his retail 
business has nothing to dowith our business. 

No, but assuming he is getting 4 cents a gallon and at 
present he is supplying whatever trucks are needed, you 
are not supplying any trucks? 

Wo, sir. 

W@ll now under your now set-up you are g0ing to give that 
man his 41800.00 a year and you are going to give him two 
trucks to help him on top cf that and on top of that is he 
going to get his 4 cents a gallon? 

Not from us. 

From the public? 

He would if he is operating as a dealcr. 

A dealer business? 

Or a service station and garage, but that is distinct 
entirely. As a matter of fact, if we were going in there, 
Mr. Commissioner, and operating that point. and that would 
apply to practically any point over 150,000 gallons, that 
man that we would employ at Ponoka would be an absolutely 
exclusive agent, a salaried employee, having no other 
interests, no other business. He could not devote his 
time to any other business because our business would teke 
his entire time to operate it as it should be operated. 


Yes, but on the new basis, doing that, he would get this 
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~L800.00 plus the 4 cents or whatever it is, the spread 


he gets from the public? 


ps) Poppe iY ett oman —— 

Q THE CHAIRMAN: This man is on a straight 
Salary? 

b otraight salery. 

Q and he gets notning else? 

b 4 straight salary, an employee of the company and no 


other business. 


+ 


A] MaJOR LIPSETT: He does not get anything from 
the public at all then? 

4 No, Sir, not as a retailer. 

Q If you are handling to dealers and farmers without that, 
why couldn't the same dealer that is handling now, handle 
it then? 

A “611 at the present time, sir, at that point as I show, 
we take 150,000 gallons out of there and while I have not 
got the record in front of me I fancy he is devoting his 
Whole time to our agency business as it is. 

Q He has now there, dealer and farmer, he is handling 
125,00 gallons, that sized operation? 

L Xess 

a You do not need an exclusive ageney at the moment, a full- 
Salaried man? 

b This man at the present time must be devoting nearly all 
of his time to our agency as it is although he is ona 
commission basis but you see he is onlv taking about 1/3rd 
of the total gallonage. 

Q Yes, but he ts taking over 125,000 gallons? 
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He has 21,000 gallons in dealer business and 133,C00 gallons 
in farm business and I would say that that farm business 
would take practically his entire time. 

4nd he is operating at present with almost his entire 

time, without this straight salary, he is doing it on 
commission? 

He receives commissions and his commissions last year were 
map telteols 

Are you dealing with Ponoka? 

Yess, 


The commissions I have are 51762.719 


Ma. HARVIE: That is correct, Mr. Commissioner 
WITNESS : Iwas on the Strathmore, (1762.71 
M&JOR LIPSETT: Handling a total gallonage of 


126,000 gallons? 

126,405 gallons and 40,000 of that was to farmers. 

4rd he is doing that without any full time salary? 

No, he gets these commissions and that is all he would 
receive but as soon as you get up, Mr. Commissioner, say 

to around 150,000 gallons up, particularly now in the ease 
of the next point, Strathmore, where there is, the greatest 
percentage is farm business, it takes not only one man all 
his time to look after that but he has to have additional 
help and facilities in the peak seasons of the year but he 
pays that out of ie commissionse vie do not know how 
much he pays for it. 

Well under your new set-up, giving it to a dealer, why do 
you need these extra trucks that are not needed at the 
present time for the 125,000? 


Mire Commissioner, that is, you mean under the exclusive 


franchise. 
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& Yes. 

b Well that is if we have all the business and the only 
company operating at the point, we estimate that that 
is the minimum equipment and help that we ean cporate 
on to take cave of the dealer and farmer business in 
that area and that would have to be compa ny-owned 
equipment. 

Q But in this particular case he is handling 126,000 barrels 
without any truck, or 126,000 gallons rather, without 
any truek assistance from you at all? 

A That is right, except he gets his commissions from US, 

lL cent intovr and 2+ cents in the country, which amounts 
in sotel, plus his lubricating oils- to an amount of 
#762,71 and no doubt he has some other interests at 
that point: in other words, he has some other business. 
He might be an implement man or he might have a garage, 
@ service station, hardware store, or in other words, he 
would be in the same classification as that 92% of our 
agents I mentioned yesterday on the questionnaire are phil 
92% run some other business in cornection with ours but 
aS soon as we start to go in ourselves and operate 
exclusively or even where it is not exclusively, if our 
gallonages is lavge enough, say up to around between 
150 to 350,009 gallons for instance, we really have to — 
operate on an exclusive, an a company operated basis 
ourselves so our agent devotes 100% of his time on 
the commission basis to operating for us. 

The next point was Strathmore. 
Strathmore 441,000 gallons, total offering. There are 


four companies there owning their equipment, including 
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Our own. It smounts to 71,000 sallons. There we have 
a dealer-gallonage of 21,779 and a farmer-gallonage of 
133,809 gallons. Our commisssions there are (2727.61, 
which gives us e total cost per Sallon of 2267 cents. 
Vow under the exclusive operation we estimate we will 
have to have 120,000 gallon capacity or 10 tanks. Wwe 
would need one man in a salaried position of »1800.00 a 
year; one driver, full time driver, wlé00.00; a second 
driver §1080.00 and one driver for eight months to take 
care of the additional deliveries at ple0e00. Now we 
weuld have to operate three trucks. True we only need 
the third truck for maybe three or four months in the 
year and the second truck possibly we wonld only be 
using for seven or eight months in the year but the other 
truck would be used the year round. Nevertheless, we 
would have depreciation and costs and carrying charges 
on the equipment although it remained idle. On that 
basis we would be slightly under our commission basis, 
having a cost of 2.50. On the Graph Noe 14 it shows 
the peculiarities again in the crop conditions inasmuch 
as in 1957 there was a peak period during the spring of 
the year. In 1938 the big peak was in the last three 
months or four months of the year. It shows there we 
had a totel amount, a total percentage of 47.75%, 
during the four months of the peak and the fluctuations 
can be readily seen on that Graph, starting offin January 


Evora uuLOO,” (Or dn 1908, Bicioo; the peak there in 1938 


was 1179% in October. 
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The next point is Wainwright. 
There are just three or four more am they are the large 
points. 
MR: HARVIE: Mre Miller, just before leaving 
Strathmore, I note that your cos% is 2.67 on the through- 
put of 155,000 gallons? 
That is right. 
Whereas at Ponoka your sost is 2.91 on g& lesser throughput. 
The difference there is that in Ponoka there was 86,000 
gallons in dealer business on which we pay 1 cent a gallon 
instead of 22 as against Strathmore where we only have 
21,000 gallons in dealer business but 155,000 gallons of 
farm business on which we pay 2%- 
And at a station such as Strathmore you need more equipment 
t> handle ityvlis. that.it? 
Yese 
Thank youe | 
“wainwright with an approximate 
total offering of 266,000 gallons; number of sankenaae 
operating there are 6; storage tanks are 46 in number 
with 261,000 gallons capacity including our own; our 
dealer business 35.000 gailons, farmer 54,000 gallons, 
making a total of 70.679 gallons; fixed charges and 
commissions paid there made us a cost per gallon of 3.28; 
on an exclusive basis we estimate we would require 8 tanks, 
giving 96,000 capacity, or in other words there is one 
point there where undoubtedly there is far too much storage 
capacity of the companies in total. We would have to 
have one man at 31800.00; one driver at 1200.00 per yesr; 


we have to have two trucks. one tank and one stake, which 
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together with our fixed charges, our total cost per 
gallon would be 2.85 cents as against 3.28; in other 
words, theré would be a saving e% that point on the 
salaried operation , exclusive salaried operation. 
On the Graph Noe 15 it gives you the trend of the 
business for the two years and the fluctuations 
starting off in January at 100% and in January 1938 
at 127%. There was not very musa variation there in 
the two years except a little variation in the months. 
The peaks were about the samo. 

The next point is Cardston, 
400,000 gallons approximate total offering. There are 
five companies operating with equipment. There is one 
company operating without. Phere is 100,000 gallons 
in capacity storage including our own, consisting of 
14 tanks and total. Our business, our dealer business 
was 44,803 and the farmer was 57,162, vith a total of 
101,965 gallons. Our costs on a commission basis there 
was 24.70; under the exclusive franchise for 400,000 
gallon puints we estimate we would require 10 tanks of 
12C,000 gallons capacity en toto. we would have to 
have one man for 12 months in charge of the business, 
~1800.00; one full time driver, »1200.00; a second 
driver, 31080.00; three trucks, the same thing would 
apply, one of those trucks would only be used maybe for 
four months and another one for six or seven and one for 
throughout the year. We would have a Slight saving 
thers having a total cost of <.41 cents. On the Graph 16 


it shows there again a wide variance over the two yoars. 
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In 1957, whilst we had three peaks there, they were not 
as great as they were in 1938, In 1948 there they ran 
very heavy in the spring, the early spring. In other 
words, deliveries went up there in that periodiito,, in 


June, to 1555%. 


( Go to Page 11,000 ) 
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A. H. Miller. orate 
The next point is Red Deer. Red Deer has an approximate 
offering of 765,000 gallons, one of our larger points in 
the Province. There are seven companies operating. 
25 tanks in there with 217,000 gallons capacity total. 
Our business is 83,071 gallons dealer ana 76,413 gallons 
farmexr,..or a, totad.of 159,484 esallons. The commissions 
we paid there were $2,733.50. We had a total cost per 
gallon of 2.72 cents. Under the exclusive franchise 
we estimate that we would require 15 tanks of 180,000 
gallons capacity. Possibly we could Se teOl fawisthene. 
We would have to have one man there at {1800.00 a year. 
We would need a warehouse man at that point at $960.00 
ber year. “ve would need four drivers, one at $1200.00 
and two at $1080.00, and one driver for four months, 
$360.00. ‘Ye would have maintenance and depreciation on 
that truck and equipment, amounting to $4,113.00, which, 
together with our fixed charges, would give us a total 
cost of 2.09 cents per gallon. In other words, we would 
make a saving there as against the commission operation. 
At Red Deer the business is more uniform as can be noted 
on the chart 17. ‘There are no great extremes at Red Deer 
due to the mixed farming operations and the motor ear 
dealer business holding its own pretty well with the 
farm consumption. 

Camrose has an estimated potential of 825,000 
gallons. There are 8 companies operating there. There 
are 28 tanks with 465,000 gallons capacity in total, including 
our own. There are two trucking operators in there without 
equipment. Our dealer gallonage is 79,000 and our farmer 


gallonage is 125,000 gallons. Our total gallonage igs 205,000 
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gallons. Oommissions there are $3,706.16, which, 

together with our fixed charges, gives a total cost per 
gallon of 2.76 cents a gallon. ‘Jith an exclusive franchise 
we estimate 180,000 sallons capacity of storage; an agent 
12 months, $1800.00. ‘hen I say "agent" I mean branch 
manager. A warehouse man, $960.00 a year; one driver, 
$1200.00; two drivers at $10 80.00, ana one driver for 

6 months at $480.00. We would require 5 trucks. Our total 
cost we estimate would be 2.02 cents per gallon, which 

is also a saving as against the 2.76 cents on the 
commission basis. The reason of the additional truck 
operation can be clearly seen by the graph. Graph No. 18. 
There we have two highs, where in the Fall of the year, 
both were similar, whilst 1937 reached a higher peak than 
1938 they were somewhat similar. Then in the Spring or 
early Summer of 1938 they reached a peak and in 1937 

we did not have any material increase. 

The next one is Wetaskiwin. Wetaskiwin has a 
total offering of 614,000 gallons. Number of companies 
operating, 7. The number of tanks, 24, with a total 
capacity of 204,000 gallons. Our dealer business is 
85,000 gallons and the farm business 46,978 gallons 
or a total gallonage of 130,000 gallons. Our commissions 
and fixed charges give us a total cost of 2.48 cents per 
gallon. Under the exclusive franchise basis we estimate 
we would require 12 storage tanks with a capacity of 
144,000 galions. ‘We would have to have one branch manager 
at 1800.00 a year; one driver at $1200.00 a year and 
two drivers at 1080.00 a year, and one driver for 


six months, $480.00. ‘We would require 4 trucks in order to 
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make deliveries at that point, giving us a total cost 
of 2.18 cents per gallon, or a saving as against the 
commission operation. 

Drumheller. ‘There is an approximate offering 
of 540,000 gallons. There are 7 companies and 26 tanks 
with 174,000 gallons capacity. Our dealer business is 
46,878 and our farmer business is 68,417, or a total of 
115,295 gallons. We estimate there our costs would be 
5.07 cents per gallon on the commission basis. At least 
that is our cost. On the exclusive franchise we estimate 
10 tanks with 120,000 gallons capacity. One branch 
manager, $1800.00 a year: one driver, $1200.00 a year; 
one driver, $1080.00 a year and one driver 9 months at: 
$720.00. 4 trucks. Our total cost there we estimate 
would be 2.26 cents per gallon, which is a saving over 
the commission operation. 

The next point is Three Hills. 427,000 gallons 
offering. There are 5 companies and 13 tanks, including 
our own, with 66,000 gallons capacity. Our business, 
dealer, 43,000 gallons; farmer, 87,000 gallons, or a total 
of 130,000 gallons. Our fixed charges and commissions 
cost us 2.98 cents per gallon. On an exclusive basis we 
estimate 10 tanks of 120,000 gallons capacity total. 

One man in charge, 12 months, $1800.00; the first driver, 

12 months, $1200.00; the second driver, 12 months, $1080.00. 
The third driver, 6 months, $480.00. We would require 

3 trucks, and we estimate our cost per gallon would be 

2.71 cents or not very much different than what it is 

on the commission basis. Three Hills on graph 21 gives 


you the variants during 1937, business went down, no doubt, 
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due to crop conditions. In 1938 the business went up to 
1,017% in October and 622% in September, starting off in 
January at 66%. 
£ would just like to refer you for a few minutes 

to the pages where we give you the combined operation 

of the exclusive franchise cost and our Oomn, and I will 
deal with that in the total. The small points. 

TH! CHATRMAN: Page? 

Page 18, Sir. The small points there, it gives you an 
averege as against the commission operation, that a6 the 
competitive situation regardless of the number of companies 
in there, that is in black. In red it gives our cost, 
estimated cost on the exclusive basis. The small points 

it shows there that we would have a cost covering the 

first 5 of 4.42 cents per gallon on the exclusive basis 

as against a-cost of 3.76 cents per gallon on the commission 
or non-exclusive basis. 

The medium points, which we have GLSGussed., iG 

shows there that on an exclusive basis and----- 

MR. HaARVIE: That is on page 20? 

Page 20. We estimate that our cost would be 3.74 cents 
per gallon, covering those points as listed, of which there 
Gre 7, and on the present basis, that is regardless of the 
companies operating, on a commission basis, and taking our 
share of the business, our cost would be 3.21 cents per 
gallon; The large points, of which there are 9, give us 

a cost on the exclusive franchise operation of 2-387 cents 
per gallon as against a commission operatian, regardless 

of the number of companies operating of 2.74 cents per gallon. 


The total over-all, taking the small po.nts and medium 
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points and large points, of which in total there are cele 
representative of the Province of Alberta, on the exclusive 
franchise basis we estimate our costs would be 3.32 cents 
per gallon as against the commission Operation, regardless 
of the number of companies operating, our total cost 

would be 3.14 cents per gallon. Now, as I said in 
starting out, we have set these figures up on the most 
conservative basis we could. We tried to estimate exactly 
and to kncw conservatively what we would want in storage | 
and other facilities. In addition to that, however, I 
mentioned that deliverics wuld have to be made to the 
farmer at our convenience, notwithstanding the fact that 

we would have that much equipment and that number of trucks 
to make deliveries to the farmers. It could not be made 
if, as and when he wanted it. Furthermore, to-day it 

would be even more difficult to do that and it would ada 
very much more to the cost of exclusive operations due to 
to the Labor Act and the regulations governing the Labor 
Act. To-day we cannot work these men over 8 hours a day. 
So, therefore, there would be additional men employed 

than we have shown here ta take care of the business ana 
that particularly applies in the Fall of the year beaause 
when the farmers are harvesting our experience has been 
that our agents are making delivery from dawn until dark. 
Therefore, I feel that that should be taken into considerae 
tion and definitely it would increase over and above | 

the figures we have given you here our cost in every 

ease. 

MR. FRAWLEY: thet LS one Treason, Mr. Milier. 


that you would be inelined to not gO inte salaried operation 
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A. He Miller. esti: 
because you are now leaving to your commission agent 

an operation which, perhaps, does extend over the hours 
fixed by the Hours of York Act? 

As I said, the way the business is now divided, it is 
economical and we can operate fairly efficiently with 
commission agents. But where we would Mave the entire 
business I do not think that is possible because we would 
have no assurance of being able to have stability and give 
the service that would be necessary in this western 
Operation by commission men if we did it all. In otter 
words, we feel we would have to company-operate in order 
to give efficiency and to take eare of the requirements 

of the farmer and the dealer and our own interests in the 
best manner possible. 

THE CHATRMaN: Why, tir. miller. Why docsetian 
greeter responsibility thrust upon you change the 

moral warth of the agent, so that you have to have him 
under your direct control? 

In the first place he might not wish to make the investment 
into trucks in order to give efficient delivery. In other 
words, he might use old trucks and he night consequently 
have considerable break-down and delay and not give that 
service to the consumer that is essential over the year. 
AS we outlined last week, there is a definite loss to the 
farmer in this western country unless he can secure his 
requirements immediately they are wanted. Then there would 
be changes, and far more hazard------ 

Pausing right there, what is your view. We have had some 
discussion on it but just in a word what is your view as 
to whether or not deliveries should be made or they should 


be made to use the cash and carry plan? 
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Well, under the 01d distribution that we had, that is 
the way we operated prior to this, I would say it would 
be very detrimental to the farmer if we had not made 
delivery and given the service we did in the past. But 
if you make his requirements more accessible by bringing 
them to a close distance within his easy reach, within a 
few miles, then it is not so serious. 
You are in fevour of continuing delivéries to farmers, 
are gyou ? 
f would say "No, Sir, we are not", if our distribution, 
when our distribution is made wide enough, and the 
pe troleum products are available to the farmer in every 
district making them within easy reach for him to secure 
economically and within reason, I would say free deliveries 
ere unnecessary. 
MR. COMCIS :ICNER LIvsET?: You think when these new farmer 
Warehouses are set up you would bring the sasoline near 
enough to the farmer to climinate the disadvantage? 
Yes, Sir, I do. Because, as I said this morning, you are 
going to have a definite decrease in consumption by farm 
Operation over the next few years. As the inadequate 
equipment becomes replaced they will get longer running 
hours per gallon over what they are to-day and consequently 
their consumption will decrease. The farmer will possibly 
come in and take out a barrel or maybe two barrels at the 
maximum and it will last him till he can get back in again 
and take out two more. ixcent maybe the larger operator 
who is operating on a wide scale, maybe several sections 
Ol enios. 


Ultimately vour scheme will work out that the farmer will 
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A. H. Miller. 


not only come and get his deliveries but he will provide 


the receptacle? 


Ultimately it would tend towards that? 

Yess that is Prenat. As At ts though we cannot----- 

THS CHAIRMAN: You cannot stop until everybody 
else stops? 

Ye cannot stop. The only way we could discontime free 
delivery would be by legislation. 

What is it costing you. Have you ever figured it out? 

It varies, Mr. Chairman. TI will Say thig----- 

What does it cost per gallon? 

It would cost us on exclusive operation, or it would cost 
the company far more if we were doing the operation and 
making the delivery on a company-operated business than it 
does our commission man, because our commission man is 
using these trucks for other purposes. There are hundreds 
of cases throughout the western operation where the 
commission agent will take out oil and bring back grain. 
Or he will bring back livestock or repairs or something 
else. But with us we would have to meke that delivery 
and make it exclusive for that purnose only, and that ig 
the delivery of petroleum products. 

There is some cost attached to it, which must be reflected 
somewhere in your total cost? 

Our cost is 1% cents per gallon on farm business. 

MR. COMMISSIONER LIPSETT: 1% cents? 

Our cost is 1¢ cents on farm business. 

Out of that the agent provides delivery? 

Out of that the agent provides the truck, supplies the oil 


end gas for his truck and repairs and help and licence ana 


OS = Db 


= 


“ial eters 


insurance and carries the depreciation or any other charge. 
BS Pipes thh ie morning, we cannot do it. 

TH! CHATRMAN: You estimate at least 1 cent for 
actual cost, do you, to the agent? 

We actually pay him lz cents on all gasoline or kerosene 
or distillate delivered to the farmer. 

But granted he is entitled something for his Operations, 

17 Sterntes-2-2 

MR. COMMISSIONER LIPS=E9?: Now, the 1% cents includes hig 
remuneration plus his cost of delivery? 

inatyieerieaht, Sir. -Plus 1 cent commission on the sale, 


which makes it 2g cents. He gets 1 cent commission on the 


sale of the product and then we pay him 1+ cents to reimburse 


Hinevorevnisecost.'of Ceiive:y., 
THS CHATRMAN; That is associated with delivery? 
Yes. 

ins short.Yit would bé a saving to the industry, as far as 
you are concerned, of 1g cents, if there were no free 
aelivery? 

On farmer sales, yes. 

On farmer sales? 
Yes? 
A cent and a quarter on farm sales? 

MR. FRAWLEY: You would still give the agent 
1 cent, even though the farmer came and got it? 


Yes, 1 cent commission. 


9 
THE CHatRMAN: But not the cent and a quarter 
we are talking about? 

No. as I said, I think last week, in the early days the 


total commission was 1 cent. There was no such thing as 


delivery. ‘then delivery was started the farmer paid for it. 
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He paid anywhere from 1 cent to a maximum of 2é or 3 cents, 
according to the mileage the agent had to make the delivery 


to him. Then it drifted into free deliveries ana it has 


been that way ever since, 


MR. COMMISS IONER LIPSHi:) TP the farmer instead of getting 
free delivery at his farm, if he came in to the agent 

would he still pay the 24 cents. ‘That is, would the agent 
Still get the 24 cents? 

No, he would Only get the ] Cént, Sir. ITP the farmer ogame 
in to take the gasoline out the agent would receive 1 cent. 
THE CHAIRMAN: You see, it might be an advantage 
to the farmer to come in and get it and not a dis-service 

if he knew that ne was making a cent ana a quarter every 
time he came in, per gallon? 

AS I said the other day, Sir, that is nothing new. That 
applies to-day in the three western Provinces. 

if the farmer drove into a station to-morrow, would he not 
get the farmer's price that John Smith would who got it 
delivered on to his farm Or would the agent knock off the 
cent and a quarter? 

No. Sub rosa, by an arrangement between the azent and the 
farmer, as I was Just going to say, there are certain 

points to-day where the farmer does come in and the agent 
fives him 1 cent in place of him making the delivery. 

In other words, that nets to the agent 1Z cents and the 
farmer gets a cent less in his price, and he is tickled to 
death and has gone back to his farm and saved 1 cent @ gallon. 
That is not general? 

No. The agent is also tickled to death because it results 


in more money as ageinst in many cases losing money. In 
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Beets Miller. 
other words, it is costing him more than we pay him to 
make delivery in many cases. That is eating into his 
1 cent commission or his lubricating oil commissions in 
addition to the 1Z cents we pay him. 
You see, if that is a fair transporting rate, one would 
think that the farmer would be interested in iv, In doing 
his own hauling if he got the benefit of that haulage rate, 
MR. HARVIE: and if he has the equipment to haul. 
THE CHAIRMAN: Yes, if he has the equipment to 
neul. well, if he has not the Equipment enough to get 
his own supplies out he, perhaps, should not be farming. 
MR. FRAWLEY: The implement company does not 
worry about him. It is really a tragedy if the farmer 
has a breakdown in his combine or separator at harvest 
time, but the implement company does not rush out there 
with his missigg part or his broken part, as I understand, 
They may not, Mr. Frawley. But there again, and I speak 
from experience in that regard, a lot of these implements 
are delivered to the farmer by our agents. Phat is, the 
part, when he breaks down. 
MR. COMMISSIONSR LIPSETT: I suppose the reason your 
agent can do it for the cent and a quarter and the farmer 
does not jump at that is that I suppose your agent can 
take out a considerably larger load if he goes and delivers 
to two or three farmers than if each individual farmer 
had to come in for his own load? 
They could at one time, a few yeavs ago, our agents used to 
try and operate on that basis... They used to try and 
pick out an area where Farmer 4 would take 2 barrels and 


next door Farmer B would take 2 barrels, and Farmer C woulda 
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A. H. Miller. 
take 2 or 3 barrels just close by. But as I said this 
morning, or yesterday, it is so difficult, you Just cannot 
arrange and nobody ean arrange synchronization of deliveries 
due to the different operations of the farmer. Farmer 4 
sometimes sows before Farmer B and Farmer B sometimes ploughs 
Or seeds before Farmer Cc. Then your weather conditions 
and the harvest Season, plus these faets I mentioned, that 
one man might have put hig crop in, one farmer might have 
put his erop in 10 days earlier than the other, and Farmer 
4, probably his Crop is ripe and ready to take off on the 
first of September ana Harmer B is not ready until the 15th 
of September. And as these fellows have hot got, they 
are not free with money to buy their material ahead, they 
won't do it till the very day that they need it ana then 
they want it brought right out. 
But the farmer, I Suppsse, coming himself far delivery, 
he has always got simply his own Single load, and in the 
case of the agent I Suppose he ean quite frequently, 
while he might not get a full load he will get more than 
the individual farmer, and consequently in that way I 
Suppose he can do it really cheaper than cach individual 
farmer delivering for himself? 
Well, Mr, Commissioner, could I refer you baek to that 
questionnaire for a moment? 
Sure. 
I think that sives the picture very well. If you go to the 
last page, and we mentioned there----- 
Just what page is that? 
The last page, Sir. 
MR. HARVIE: Graph 16, page 7. 


at the top there we have right here all the various he adings 
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and the question ig "Can delivery be made at our convenience?" 


98% of our people in the Province of Alberta said it was 
impossible. 2% Said it was possible at certain seasons of 
the year. Then we ask whether they are hindered by weather 
conditions and 90% say they are and 10% say they are seldom 
hindered. Then further on you will notice "Has agent any 
other business?" 96% of them have some other business. 

In other words, our business is a Side-line. Then we ask 
"Can agent presently make delivery without truck?" 

98% say "No." In the last column there we refer to the 
type of truck and whether it should be a large truck or a 
small truck. 96% are in favour of light trucks. I can 
understand quite well how they have arrivea at that Opinion 
because many of our agents that used to operate a one 

ton and a half and two ton truck, that was in the days 

when there were good crops , and either by giving credit 


or by the farmer being in a better position financially 


he bought his requirements in large lots. In other words, 


if he thought he was going to require 16 drums of gasoline 
in the harvest season he would tell the agent to bring him 
out 8 drums to-day and he would get the other 8 after he 
used the first 8. ‘hich meant two deliveries to the 
farmer. But wheat the agents ere havine ditticultyein 
to-day is the fact that the farmer in the first place is 
not in that same position financially to buy large 
quantities and even if he was, in many areas, due to the 


small crop and the light crop and so forth, he is not using 


as much. 
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ond regardless of the cost it wight be the average fanier 
today wants to buy a barrel or two or three barrels. 

4 big order for the farmer to nake today is a three 
berrel order and there are agents, it says here 96% are 
in favour of light trucks ana these light trucks are 

very light, they are just a light delivery and they stick 
a barrel on or two barrels and g0 out to the farmer and 
make thet delivery, 10 Miles, 12 miles, 15 miles aa the 
case May be out we know they cannot do it profitebly. 

4s I said the other dey even a 24 cents comission on 
farm sales we are not paying them any siore than we should 
do and in some cases I do not think we are paying them 
enough. 

THE CHALRei: whet does it mein in your 
total gullonage, if this were eliminated, it is just 2 
matter of Checking your farm deliveries with the total 
deliveries? 

&£t the present time. sir, it is around about 90% far 
trade and 50% motor car and truck. 

50%? 

Yes. 

wAJOR LIPSHTT: mat happens to the cent and 
a quarter, ir. L.iller, ander the new set up? 

Vell do you mean the new distributor dealer? 

Yes? 

He receives 1 cent, that is the authorized buyer's dis- 
in other words when he sells to the farmer he 


count and 


makes cent per gullon the same as he makes today. If 
he sold to the farner at the warehouse or the dealer in 
town and while free deliveries are in effect we will sub- 


sidize the dealer distributors to the extent of 1 cent per 
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gallon to make deliveries to the farner. 

lL cent? 

Instead of &4. 

Instead of 14? 

Instead of li. 

Then when the delivery ceases what happens to that cent or 
the cent and a quarter? 

Then we do not pay it any tiore; in other words he just gets 
1 cent. te will go back right to where we were in 1921 
when the man got 1 cent. 

And tha® will go direct to the refinery company towards 
the new capital structure and the new capital expenditure, 
is that it? 

You mean the 1 cent? 

Yes? 

The delivery charge would be saved by us. 

By the comp:.nies? 

Yes. 

ind as against that you would be setting up these ware- 
houses all over the country? 


Quite right. We are making a considerable investment there, 


@ capital outlay in putting up this new form of distribu- 


tion. 


But so far as the actual price to the farmier is concerned if 


there is any additional bonus in getting it to him he has to 


bear it? 
inet) Lsr right. 
He has to come to the nearest point? 


If free delivery went off, yes. 


WRe FRAWLEY: ixplain that to me, if free 
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delivery were discontinued, where would the advantage go? 
It would go to use ‘Ye do not Say exactly where it would 
ZO 

THE CHAIRMAN: He said there would be a 
Saving of this cent and a quarter? 

Mr. HARViL: Theat would be given effect 

to over the long time in the rase or the amount charted 
for gasoline? 

Probably» As a matter of fact, iir, Frawiey. I said the 
other daye-o--= 

tHe CHA Twill: He has not said, ir. Frawley. 
You can ask him. 

WMRe FRAWLEY: L want to see if I oan under= 
stand and that is all. Please tell me the difference, you 
say if you discontinued deliveries the farmer would come to 
the warehouse and get his goods at the posted tank wagg on? 
Yes. 

and the dealer of course, your new dealer distributor would 
get the 1 cent additional discount, the 100% dealer? 

Yes. 

4nd the company would save a cent and a quarter on the 
dealer distributor not taking it out to the farmer? 

That is right. 

The that means you have a cent and a quarter more spread 
as I see it? 

I do not know whether we have more spreud, ir. Frawley. It 
is true we would save that 1¢ on the farm delivery. 

On that gallonage? 

That we are paying on the farm delivery but as I said the 


other day we do not know. we might even, if free deliveries 


ty yes 
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continued,we citght have two prices, one a delivered price 
and one the f.o.b- warehouse price. Now that is only 
something that we are considering; in other words if the 
consumer came into our warehouse he would save or if he 
does not save, he would buy for 4 less price than he would 
buy if he asked us to deliver it to the farn. 

But today, just today---- 

THe CHATRwAn: He would have a saving of a 
cent and a quarter on 50% of his gallonage and he does not 
want to say what he would do with it but he does not 
Want ito to go into Raves that is all he is clear on 
yet, as yet. 

WiRe FRAWLEY: I am not so far out them when 
L say with respect to that gallonage, which you now say is 
50%, you would have an additional 14 spread? 

We would save a cent and a quarter on all sales we now meke 
to the farmer and deliver those sales to him. 

ws JOR LIPSET?: Subject to depreciation and 
the interest on your investaent in these new warehouses? 
Yes 

vite FRAWLEY: Oh yes, he is making the 
Ghange, that is what I was a little bothered about, Mr. 
Comiissioner, that you were relating those two things to- 
gether. This company in its wisdom has decided to change 
its marketing system and I presume it has some cupital 
investment and some capital savings perhaps and perhaps it 
ig not improper to relate the two- He is saving those and 


we have now that he is saving this amount on his 50% of the 


gallonage.» 
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G THs © Hii Tia WN; That capital investment is 
made regardless? 

yi) Yes. 

QO They are doing away with 4 system which the witness says 
is obsolete and putting in one which he thinks is up-to- 
date but that does not touch the cent and a quarter? 

MRe FRAWLEY: That is my point. I did not 
relate them very quickly. 

Q wAJOR LEPSHT?: lire Miller, I. think the qeént 
and a quarter may go some way and be needed in some way 
towards this capital outlay because you are setting up 71 
points where farmers can get wholesale warehousing against 
40 at the present time? 

4 We are setting up several hundred points, lr. Commissioner; 
I would say this, that as I seé the future, looking to the 
next ten years, that not only is this new system of dis- 
tribution of ours favourable to the consumer, that is the 
farnier in the Vestern Provinces but it is most essential, 
because as I say his consumption or his purchases, whichever 
way you like to put it, are going to be less than they have 
been and are going to get less each year from now on. He 
is going to buy in smaller quantities. It is going to be 
absolutely uneconomical for anybody to make delivery to the 
farmers as their consumption further decreases, therefore 

the wider distribution we can make in the Prairie Provinces 
of our petroleum products where the farmer can buy at whole= 
sale prices and the more we can make those accessible to 
him, the greater service we are going to give to the conm- 
munities; in other words, although it would be uneconomical 


for the company to wake delivery to the farmer on account of 


; 


« 


os 

25 at 
s A 

co 

c 

, a 


Ze He Miller 
C4 


6 - 12,018 ~~ 
the small quantities, he still will have some protection 
against that hazard of being delayed in securing those 
requirements when the harvest season is on and conse-~ 
quently will still be saved losses that he would sustain 
lf they were not available. 

Q THE CHATRAMAN: You have all that in con- 
templation? 

4 Yess 

Q, Pursuant to the scheme which would permit of your amort- 


izing your capital investment and getting what you con- 
ceive to be a fair return on your money, quite regardless 
of this cent and a quarter which is yet only a hope? 

Zs That is right. 

Q And if it is a hope that is realized it will be reflected 
in the spread, as hr. Frawley says, to the extent of 50% 
of your present gallonage, but you say that “We have 
plenty of use for that and our profits are not too great"? 


That is right. 


te 


Q That is your immediate rider but the fact is it is there? 
A Yese 
Q wiRe FRAWLAY: Now lar. thiiller, you said 


you were bringing your products closer to the fariier and 
it may very well be that you are over-all but I notice 
though in looking at the one district, distributing divi- 
gion of Stettler, that it is just the sate us it was be- 
fore, you had agencies at Castor, Fenn, Jonalda and 
Alliance and Stettler of course and now you have dealer 
distributors at those same points but in other parts of 
the Province I understand you are having wore dealer dis- 


tributors than you had agencies last year, that is the point 
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1s it? 

well if you will refer back to the statement I made the 
other day on that, I said that we were g0ing to install 
facilities for wholesale sales to the farmer to enable 
him to buy his require..ents at wholesale prises in every 
Place in the Prairie Provinces where there is necessity 
and convenience to the farmer. | 

MR. HARVIE: There will be a dozen or mores 
MR. FRALEY: Yes, there will be a lot of 
dealer distributors? 

Yese As I said we estimate at the ena of this year there 
may be 500; at the end of 1940 there may be £, 000, -Lodocnot 
know e 

all of these places you gave us the pictures of? 

Yes, but we will definitely put these in and see that the 
farner can get his requirements when he wants it, according 
to the necessity and convenience. 

I think I am understanding you and just keeping to this, 

it may very well be that during this year you might put in 


dealer distributors at Gadsby, Nevis, at these places where 


there are now, where you have now no dealer diwtributor and 


no agency, no old agency? 

Quite. 

I understand? 

We are putting them in now every day? 
Yese iow that is why I think, and ™ asked lir. Harvie some 
time ago, this very fine map which you have showing your 
district divisions, if you would superimpose upon that the 


dealer distributors, just with a little red dot perhaps, 


where you have the dealer distributors, it would show with 
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respect to each district, the distributor districts where 
they were or at least are. Wow sir. siller, I have only one 

thing Tf think to ask you; very likely sir. Gottle will want 
to examine your statement which you have put in this after- 
noon, cofaparing your present set-up with the proposed one 
hundred per cent franchise set-up and will you prepare and 

file as an exhibit some particulars of the estimated fixed 
charges; that seems to be the only figure there that does 

not speak for itself pretty well, you have estimated fixed 
Charges both with respect to the present set-up in tlack 
figures and with respect to the proposed set-up in red 
figures, would you show just what these estimated fixed 
charges are? 

& Yes, we will be glad to do that. 

THi CHA Titial: I think we will retire for 


a few flinutes. 


{An adjournjent of ten minutes was here takem) 


(Go to number 11,021 ) 
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Deo. Miler : 
) « ‘ 
Q MR. FRAWLEY: I just have one more 


question. You are about through with your second volume, 
aren't you now? 

A In about 20 minutes or half an hour. 

aC) Then before we leave thet. [ will east you one question 
arising out of your discussion with the Commissioner. 

You said that sub rosa now the agent was saying to the 
farmer that if he would truck his own stuff out he would 
allow him lg off the price. Is there any reason in the 
world why that should be sub Tosa, and why that should 
not be posted right on thefront door of the agency? 

A “ell, the only reason I have referred to that as Sub rosa is 
that that is something the agent is doing himself. In 
other words, we pay our agent ld per gallon commission 
for sales f. o. b. warehouse, the only exception being 


to dealers in the town to which he delivers. 


Thet is 50% of your business? 
Q i; 
A Then we nay him 1¢g per gallon commission on sales to 


the country and 14¢ per gallon cartage, making a total | 


COmmrssi0n, as we call it, of 2e¢. So if our poliny is 


lg f. 0. b. Warehouse and the agent naturally when the 


fermer comes in and is willing to take it out and he is 


. f a Us oO = Wo lee 
going to nay him lg to take it out because he thinks he 


can save money by so doing, he simply charges it as a 


country delivery. That is the only thing that makes it 
sub rosa, 


ws ja j g iL ij nee 
TH? CHAIRMAN: He is getting zg, in short’ 


ah i 
He makes an extra #¢. 
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HR. FRAWLEY : And that is probably 

good business. As fer as you are concerned, you people 

do not mind. You have laid yourselves Out to pay the lig? 
It is one of those things it is difficult to police. It 
would cost us a lot of money. If the agent Says it is a 
farm delivery - we have a record of our dealer Seniesa base ate see 
MR. FRAWLEY: He is making $¢ on Mr. Miller. 
THE CHAIRMAN: Yes. 

MR. FRAWLEY: That is where the 

thing comes in, that i¢. 

THE CHAIRMAN: Yess 

MR. FRAWLEY: If he would give the farmer 
1Z¢ would you mind, if he passes the whole thing on; if is 
all the same to you. The goods get out there? 

I think I would mind because if that agent could make an 
extra 4¢ in connection with our over-all operation, he is 
certainly entitled to it,,and I would like to see him do 
that. But in the information I gave you there relative to 
the 1g in town and the 24¢ in the country, that is on our 
1938 business. For 1939 and for all subsequent years, 

the agent will get. lg plus l¢g for cartage, In other words, 
we do not pay the 2¢¢ any more. We only pay 2¢. 

The Imperial has never been anything else? 

No, but the Imperial hed a different operation to what 

we have? 

Up to now your operation has been the same as the Imperial? 
Yes, except that they had twice as many pointe as we had. 
What you are saying then is you do not think you cam vary 
your operation to that extent right now, and just simply say 


for the purpose of educating the farmer to go into this 


pay 
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cash and carry business and coming in and getting his own 
BUM Le lee k's - You see, I put something to you that I put 
to the Imperial perhaps in a casual conversation and they 
did not’ think much of it, and it was Simply this. The 
farmer is going home on @ Friday evening or a Saturday 
evening or any other evening with an emoty truck and he 
goes by your agency and he says to your man "Bring me out 
half a dozen barrels tomorrow afternoon. I need it tomorrow 
afternoon. TI need it tomorrow afternoon or for the first 
of the week." The dealer says “Take it out yourself." The 
farmer says "Oh no. TI will not. You bring it out to the 
farm. I have to pay the same price if you brine toute" 
And your agent has to do that sort of business instead of 
the farmer filling up his empty truck with this dozen 
barrels or so of gasoline, and making it worth his while 
perhaps. But the farmer goes on his way home empty and it 
makes you people go out in a couple of devs to take that 
Stuff out. He says "I am not interested.’ surely it 

would make 1t worth his while and he would be interested, 
would he not. if he got lg off? | 
As I said, we have to give service to our customers and 

we have to meet competition. I said also we were consider- 


ing two prices to the farmer, one a delivery price and one 


an f. 0. b. warehouse price. In other words, the farmer 


might make a saving where he came in and bought f. o. b, 


warehouse. 


THE CHAIRMAN: Of ig? 


IG might be i¢. ve have not Ptigured 1%. adi outy Si ient 


be 4¢ or 1g. And that would particularly apply to that 


farmer that you speak of who is in town and going by our 


T=4 
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warehouse. It is true that many farmers may be for 75% 

of their requirements would be willing to come in and make 

@ saving and take it out and COyvInNe ret Spl warehouse 
price, the other 25%, which of course anrlies more or less 

in the Fall of the year, which is the most important part 

of the year, he wants the service. Ye does not care about 
maxing that saving, and he would like to have it brought 

out for him. Therefore, as I sce the Picture, Jogkminora. 

it from the over-all and from the competitive situation, 

and from the angle of the farmer receiving service thet he 
should receive, and also from the angle of the companics 
making their operations efficient to mest economic conditions, 
I do not think that anything can be done regarding free del- 
iveries unless it is done by legislation. In other words, 

if by edict or some other way, it is determined that the oil 
industry will not make free delivery to the farmer, then 

that would solve the whole problem, particularly if the 
distribution is wide enough to enable the farmer to get his 
requirements easier than he has been in the past. 

MR. FRAWLEY: The farmer is just a human 
being with a lot of human nature in him, and it is hard 

for him to give up voluntarily something that you people 

have been giving him free over the past years. Because 
I suppose without being critical of your company, it was 
the companies who offered this service that brought the 
farmer up to this present situation? 

Competition brought it about, naturally. 

Competition, which means that some oil comvanies of big 


enough scope to be felt offered to make free delivery, that 


is ebout it? 
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A 


Ft is not always the case. ft may be the other Way. 

The smaller operator might determine on a policy of that 
kind, 

Just one other thing, you have told me two or three times 
your commany have not just arrived at a final conclusion 
with regard to some of these things, and without desiring 
to hurry you, and TI know you would not let me do that 
anyway, but I am speaking for myself and also for the 
Commission, it would be very well tn have your considered 
view about this some time before the Commission has to 
write its report? 

I will be glad to let you have it, 

You ‘say it might do this and it might do that, or we are 
Considering this, but to have that erystailized, Latwhink 
it would be helpful? 

2 SOG al lea 9 ve ait ip he 

THE CHATRMAN: .ith the present operation 
that is in existence today, as I understand it, if free 
deliveries were eliminated, there would be a saving of l1g¢ 
per gallon on 50% of your gallonage? 

Yes, sir, anproximately 50%. 

And you are making it lg in 1939 as against lz¢ in 1938? 


It would be a saving of l¢g @ gallon on sales made & 


farmers. 


Which, as I understand, is, speaking roughly, 50% of your 


gallonage? 


Approximately that percentage. But that percentage is 


decreasing each year. In other words, we mient find say 


that percentage a year from now, 60% deuler and 40% former. 


When I say dealer I mean motor, truck cnd bus consumption. 
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Q MR. COMMISSIONER LIPSETT: You do not contemplate 
’ 


Mr. Miller, that with the decrease in the gsllons per 
tractor that is necessary and with the improved tractors 
and whatever else there is, that the ground Inight be made 
up by greater mechanizetion among the farmers, that is, 
by more tractors than there are at present? 

A Yes. There might be morc mechaniention. They might 
determine to do their entire Operation mechanically, 
in whieh case that would increese the comsumption 
somewhat. 

q THE CHATRMAN: And during the course 
of time there might be more farmers and more people 
farming and more people requiring machines and more 
acreage tilled, in short? 

A I sometimes think there might pe more farmers and smaller 
farms in many areas, excepting the grein growing belt like 
southern Saskatchewan and southern Alberta. 

MWR. CGMMISSIONER LIPSET?: I suppose it is highly 
speculative now what the result might be? 

A Very. 

MR. FRAWLEY: Why do you make your 
agent deliver free to dealers, to service stations an 
garages, That, in effect, is what you are doing, is it not? 

You give him l¢ a gallon and that is all he gets on that 

dealer business? 

Yes, that is right. 


And out of that 1l¢g he mak>s delivery? 


Tway te right. 
owntown. I suppose . 


© - © & 


And sometimes he has to go out of his 


you have some retail outlet at Bast Coulee in the 
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A. H. Miller od Nie 
Drumheller district where you have not agency , and your 
agent at Drumheller would have to make delivery to the 
garage or ee Fe Savetton or pump at East Coulee? 

A ACs; sir. 

Q Without any recompense at all. Which may be, according 
LOvethes MapswlO or. le miles, and that must be going on 
all over the province? 

A No, he is recompensed for thet, Mr. Frawley. Any delivery 
to that dealer he will receive the same consideration as 
he would do if he was uelivering to a farmer, 

Q He is not then required to make delivery to dealers out of 
His digz 

A Only at the agency point? 

Q Only at the agency point? Then he must go from wherever 


he happens to be, but it is limitea you say. He might 
have to make a half-mile delivery, but perhaps tht 
would be about all? 


A Lae tose 2) 1. 


Q And in Calgary and Edmonton where the distances would 
be larger, that is company operation? 


A Mousare Guile right , 
@ Haven't you got any place where these little towns are 


so close together. If he goes out of his own town at all 


he gets a carvage allowance? 

A Poil,! can probably illustrate that to.you' in this way. 
Say our agent, take a branch up here, say our agent at 
Rocky Mountain House made a delivery to the desler's pump ct 

Horbur;. that agent would receive the same rate of commission 


and cartege as if he had made that delivery to a farmer in 


this area. In other words, he would get l¢ plus lg cartage, 
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Whioh Reieg.0) Oniethe O14 basis lig cartage or 224¢.to any 
dealer at an adjacent towm to that at which our plant is 
erected. 

Q “ell, let me see now, that is about roughiy you say 50% 
of your business. You are not thinking of doing anything 
different there. You are not thinking of making two 
prices for the dealer; one if he comes ana gets 10 at 
your agency himself, and one if it is to be delivered to 
him? 

A Two prices to the dealer? 

Yes, two prices to the dealer? 

A No. The only thing we would take or the only thing that 
would be practicable would be the f. 0. b. warehouse price 
to the farmer or the delivery price to the farmer. 

And not to the dealer? 

NO. 

Do not a lot of these dealers in the country operate 
hardware stores and gsrugcs and le ve trucks which 

they should be perhaps expected to use and go to your 
agency point and get delivery? 

No, very few of these dealers at adjacent points such 
as Horburg would have facilities to go to the agency and 


pick up the petroleum requirements. And if he had, he would 


not be very anxious to do it, because no doubt he is using 


them in connection with his own business at Horburg. The 


farmer is different. The farmer has got a wagon or he has 


got a truck and the farmer invariably has to go to town and 


buy merchendise, and when he is doing that, he would go and 


‘pick up his gasolime, but the dealer at the adjacent town 


is living in that town and he is only interested in that town. 
He has no interest at all to take him to another town to 


pick up any other merchandise. 
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@ well I do not know of course ana perhaps it is not very 


useful to be conjecturing about it but it seems to ne 

if I was operating a éarage at Homburg, I would have a 

truck, it would not be very auch of a garage if IT didn't 

have a sort of service truck, and it woulda seem that I 

would drive into your agency at Rocky Mountain Houso or whateva: 
the place is and get something off my price? 

A I do not think you would, iir. Frawley, unless you were 
going there on other business. That is our experience. 

@) wMAJOR LIPSETT: WOuld that not only apply, 
perheps, iur. Frawley, if there was somebody that had the 
drums and if they did not you would send the big truck, 

I suppose? 

A Well the average deuler, ir. Commissioner, is desirous 
of getting his gusoline delivered to his underground 
storage tanks to which his dispensing pump is attached, 
in tank wagon measure and tank wagon delivery. The 
reason for that is, in the first place, he is desirous 
of having that gasoline clean which he can only get, 
which he can only get continuously by tank wagon delivery. 
The drums, as you know, in farm service, get dirty, they 
get shale inside them, they get iSand inside, they rust 
and therefore the dealers do not like deliveries to be 
made to their pumps by drums and in many cases we find 
that the consumer, that is the car consumer, is also 
particular and if he finds that a dealer is getting delivery 
by drums, he will sometimes switch over end go to the man 
who is getting delivery by tak wagon, 

Q It is really a different class of business from the farmer 


business? 


é Entirely, sire I do not think there is a possible chance 


We ke wiiller 
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of that man eat Homburg making any money by taking his 
truck and going into that nocky s:ountain House and 
picking up his requirements because as I say, the average 
dealer in business and in the towns is only interested in 
that town, about the only place he goes to outside of his 
own town is the big centre. He does not as a rule have 
any business to do at a smaller town adjacent but for the 
farmer it is different.» 

There are a couple of pages 
rere. con finish up with this 23. We are on Page 23 of 
Volume 2 and E think I could go through this because it 
has &@ bearing on that information relative to the trucking 
operations. 

48 an illustration, if we had@ 
all the business at Camrose and Red Deer, we would have to 
deliver approximately 400,000 gallons each year to the 
farner in each of these distriats in small quantities of 
1 to 2 or 5 drum lots: providing always that deliveries 
could be made at our convenience during the rush season 
of the year. 

Now allowing 155 days for 
Sundays. holidays and impassable roads, giving us 200 
working days with an average of 20 miles for a round trip 


and 2 hours to each trip, we would require 4 trips per day 


on farm deliveries alone, which would require two trucks. 


In other words, I want to give 
you this because I have mentioned the number of trucks which 
we would leve to operate. I might say this information I 
have given you here has been compiled by our transportation 


department after we hed our Superintendent spend two months 
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in the Prairie Provinces going into the trucking costs and 
conditions under which we have to Operate here, so we show 
there: 

Impassable roads, 126 Days, 
half of November, December, January, February, March, and 
a few wet days. Sunduys 41 days, holidays 8 days, which 
makes a total of 165 days out of the 365. That has to 
come out of the picture. The total farmer gallonage is 
400,000 gallons; the gallons per trip woula average 
240 gallons; the average mileage per trip would average 
20; the average time per trip would be two hours; the 
number of trips per day would be 4; the gallons per day 
would be 960; the total number of working days 200; the 
total yearly mileage 16,000 miles and the total yearly 
gallonage delivered would be 192.000 gallons and we 
estimate the number of trucks required for that would be 
TWO « 

Based on the above it would 
not be possible for two trucks on farm work to debiver much 
more than 49,920 gallons per month in a month of 26 working 
days. Therefore, additionul trucks will be necessary. 

Checking this against 
deliveries, we are positive that during the peak season, 


customers would have to take their supplies at their con- 


venience, even if we operated four trucks and provided two 


additionel truck drivers to provide for the eight-hour 


working day legislation. 
Now I mention that because as 


the agent. he is running his own business and if he works 


16 hours a day that is his business but when it comes to 
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our Operations we have to abide by regulations and our 
Maximum working hours for that man is 18 hours. 

Q We FiawWLey: I think the record will be 
wrong because when you read the second line you read it 
"customers would have to take their supplies at their 
conveniaunee"? 

4 Supplies at our convenience, that means our delivery 


convenience. 

As a further illustration, 
if we had all the business at Leduc and Jalnwright, we 4 
would have to deliver a gallonage slightly in excess of 
200,000 gallons annually, of which 50), or 100,000 gallons, 
would be delivered to thef armers in small quantities, and 
One truck could not possibly give service on this gallonee 
to farmers. as well as take care of over 100,000 gallons 
of dealer business. Consequently, two trucks would be 
an absolute necessity in order to deliver this total 
offering, providing deliveries were made at our convenience, 
and while these two trucks could deliver up to 375,000 
gallons as an outside maximum, the two trucks must be 
Maintained in order to meet the requirements, since the 
maximum ability of one truck is 175,000 to 198,000 gdiions 


annually, which would not handle the offering at these 


points. 
Consider further, Strathmore 


with a total offering of 400,000 gaklons, and Wetaskiwin 


with a total offering of 600,000 gallons, 
in the case of Strathmore, 


three trucks would be necessary to handle this gallonnge, 


and in the case of Wetaskiwin, four trucks would be necessary. 
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we feel that these examples 
will fully demonstrate that a point with a gallonage in 
the neighborhood of 200,000 will be “iore costly to op- 
erate on an exclusive franchise. A nediun point of 
400,000 will be about even, with the cost reducing very 
negligibly on 600,000 to 800,000 gallon points, but note 
that points with such a large total offering are, of 
gourse, very much in the minority. 

You have heard our views 
based on actuel experience. I would now like to quote 
National Petroleum News, 1936, and I will read that ex- 
tract from the ilational Petroleum News, Special Ldition, 
february 5, 1936 re Canada. "Equally important to Canada 

"is the service rendered by the oil industry to its wheat 
"farners in the Prairie provinces of Western Canada. Here 
"too the shortness of the season handieszps operations. 
"When it is time to cut wheat it must be cut without adelaye 
"when threshing time comes the threshing must be done. 
"Foilure to act in.time may result in loss or degradation 
"of the crop by early snows. 

‘ whea threshing begins in 
"Vestern Canada it is always a race against time to con- 
"plete the work before it is interrupted by rain, sleet, 
"frost and snow. 

a Because of this necessity 
"for speed the oil companies have built storage and de- 
"livery systems capable of taking gare of the peak demand 
"for oil, tractor fuel and gasoline without delay. Long 
“before the season begins the oil companies start building 


"storage to take care of the 62,000 tractors. The tank 
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"trucks are ready to hurry the fuel to the farmer at the 
"proper instant so that he can win his rage with the 
"weather. 
a it is needless to point out 
mthe tothe industry has an investment in bulk plants and 
“tank trucks in the Prairie provinces far in excess of 
“what would be necessary in a normal comunity where demand 
"is spread aore or less evenly over the year, where the 
"bolkeofa the gullonage is not delivered in two months. 
i In the United States there 
"are several tines as many service stations as there are 
"“pulk plants. In the Canedian Prairie provinces there 
"are 1982 bulk plants owned by oil companies, as compared 
"with 450 service stations owned by these connanics. Other 
"interests such as farm co-operatives have 275 bulk plants 
"in the provinces. The 2257 bulk plants distribute about 
"40,000,000 gallons of tractor fuel to the farm trade 
"yearly." 
Q w#Re HaRVIE: Do you want to deal with 
this Graph 21 at the monent? 
i I was going to. 
THE CHATHAM: Did you say something, mre 
luacleod, 
Bitten SCL BOD: I was going to call atten- 
tion to a question asked by Commissioner Lipsett yesterday 
which was incorrectly answered. He asked sith regard to 
the name under which the Texas Company sold its standard 
or Q brand of gasoline and the reply given was "Texaco". 


Ap a matter of fact it is "Fire Chief" and it has been sold 


as "Fire Chief" for about seven yeurs. 
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TH CHALTRMAN: That is your standard? 
MRe MACLIOD;: Yes, the first number of 
years, I do not know how many, it was non-leaded, but 
latterly it has been leaded. 
THE CHA TRiis DN: And what is yours that 
corresponds, the Texas Company standard is called "Pire 
Chief"? 
eRe MACLsO Ds Yes, and that corresponds 
to 'vnree Star and ievr-Nox. is it, Mre Miller? 
i:Re MILLER: That is right. 
hRae MACLEOD: Up until a few months ago 
Our premium gas was Texas ithyl and a few months ago in 
this Province a new premium gasoline was introduced under 
the name of "Sky Chief". 
TH CiidAlitiia N: One is "Fire Chief" and the 


other is "Sky Chief, "? 


litte MACLEOD: Yes, 
HWHOR SLEPS ETT: @he Fire Chief is the Ethyl? 
wWRe MACLLOD: It is an uthyl gasoline, and 


on page 10,919, iir. Commissioner Lipsett, in dealing with 
the dumping question asked this, does it depend entirely 
upon cost. Of course that is a question of law and an 


interpretation of the act and it does not in any way de- 


pend upon cost. We buy gasoline in iiontanae It does not 


enter into the guestion of dumping duty whether it costs 
much or little to refine, The only gestion is whether we 
buy it at less than it is sold in siontana under comparable 
contracts, thet is we get a price in sontana because we 


take a certain quantity or we buy at a certain stage between 


nanufacturer and retailer, then "does anybody else buying under 
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the same, at the same stage in Montana, pay as much", 
mMATOR LIPSiTT: It depends on the selling 
price in the States and not on the cost of manufactur ing. 
MR. MACLEOD: Yes, under comparable con+ 
tracts of course, and if we pay less than the domestic 
purchaser of the same class pays then we have to con- 
tribute to the Dominion Government the difference as 8 
dumping duty. 

Tht CHAT Rw AN: How long do you expect to 
take to finish your volume? 

WITNGSS: this volume here? 

THH CHALIuAN: Yes? 

About five minutes will finish it all, five or ten minutes 
and in that connection I am not going to trouble you 
With these other graphs except to explain one, becauge I 
thought they would ‘be interesting to the experts. JI 
think it is valuable information so E will deal with one, 
Statement wo. 21. 

THe CHATHu NH: Please understand we are not 
hurrying you with this. It was just whethe: we would go 
over until the morning? 

If EF gan explain the one that would be all thet is nesessary, 
THE CHATRow M: I would rather proceed ia the 
morning, rather than have you hurry now. 

Re Hi RVIE: It wes the intention just to 
explain one. 

Statement No. 21 shows the estimated monthly deliveries at 
pix type agencies, based on one company having a 100% 
exclusive franchise of the business at the agency and ad- 


jacent territory. 
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This statement is based on 
the estinated potential of the agency town and in- 
mediate vicinity with the furm deliveries estimated on 
a persenvage basis arrived at on the busis of Eritish 
{imericun experience. 
Now we will turn to Graph 
No. 21 and we come to Leduc, which is right behind State- 
ment No. <1, has an estimated monthly delivery based on 
100. franchise, we have made thet up covering-——« 
TH Gilat uw : Where is that? 
el in Volume 2, that shows the estimated monthly deliver~ 
ies based on us having 100% of the business at Leduc, 
Strathaore. Wainwright, Red Deer, Camrose and Wetaskiwin, 
and they are illustrated in the Graph starting with 21 te 
the end, the last one in the ¢909k being iletaskiwin. I 
think if we turn maybe to just take one illustration, take 
ked Deer in gallons, I might say there are two there, one 
Showing in terms of 100 in hed Deer, the same as the other 
points and the one shows Red Deer shown in gallons. The 
one is in terms of 100 and the other is in actual gallons. 
Now the one where we show 100% franchise Red Deer is shown 
in gallons» ive show there from January to December, 1938, 
and the black line has the total deliveries, in other words, 
it comes to a total of 758,580 gallons. It shows in the 
month of January that we would have to deliver 23,710 gallons, 
which is 100%, then February it increases on up, 26,200 in 
february, 46,000 in iarsh, these are round figures, 60,000 
Momociu. 7,000 in Mayy 91,000 in. June, 91,000 in July, 
71.000 in August, 81,000 in September , 125,000 in October, 


40,000 in November and 25,000 in December. On the opposite 
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to that is the estimated farm delivery in gallons, start- 
ing off with 100 and we show that there igs 758,580 gallons 
in the total, of which 378,500 gallo:s is delivered to the 
farmers as shown on that statement. ie put these points 
in there under Graph 21 as an illustration to show the 
amount of gallonage which we must deliver each month ac- 
cording to the requirements throughout the year and it is 
all expressed there in gallons. I thought that was necessary 
because there is a lot of truck equipment requirement and 
there is quite a big expense in that Operation, regardless 
: of whether we deliver it or anybody else, and in putting 
that in Graph form it shows the peaks that we have to contend 
with over that short period, particularly those four months 
in the year, that is, if our business was gradual or constant 
over the twelve months' period why 25% or more of our dif- 
ficulties would be eliminateé. It is this constant vette 
that we get to in a very short period,tuxes the entire op- 
eration and notwithstanding the fact that we like to have 


it, we would rather have it than not have it, the trouble 


is that we make provisions for it and some years we do not 


get it and that changes our cost. That is ail I have on thate 


THE CHA TRAN: «€ will then adjourn. 
(The inquiry was here adjourned to be resumed at 10:80 A-lie 


Julysl2th, 1.939%) 
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12th July, 1939. 


ALVAUD HERBERT MILLER , 

having been recalled. 
iAJOK LIPSHTT: Lire Miller, before you 
Start, there are two things that I would be glad if you 
would deal with before you finish, not necessarily now? 

A Yes. 

Q The first one may be one with which you may or may not 
have anything to do but we are asked to report as to 
whether the Government should take over the alious «tenets 
bution in the Province ana you have dealt with the present 
marketing situation and you have dealt with the exclusive 
franchises in various zones, I would be glad if you would 
deal some time before you finish with the question, the 
other alternative indicated in the Commission, as to 
whether the Government should take over the entire dis- 
tribution, something on the basis of the Liquor Vendors 
for instance, and in that way, reduce the number of dis- 
tributing stations throughout the Province; the second 
matter I would like if you would tell us something about 
also and that is the effect on the ordinary garage through 
out the country of the larger companies taking on not only 
the distribution of gasoline but the matters that have 
been dealt with up-to-date, largely by the garages, that is 
the sale of tires and other fittings and lubrication and 
washing and which is more or less garage work, I would like 
to get for the record your views and anything you have to 
say on those two points? 

A All right, sir. 

Q WR. HARVIE: we tiiller, yesterday there 
was a request made to file some additional information in 


connection with the break-down of the cost, eto-, in con- 
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nection with the 21 points named aad dealt with and with 
your permission, ijr. Chairaan, we have prepared this in- 
formation in a form that we can just add to ixhibit "2" 

in its logical place possibly. 

THE CHATIAN: txhibit "ee 

MR» HARVIE: Volume 2 I should say, state- 
ment 17 now contains pages * to 21 and we have added this 
additional information in pazes 28 to 33 and it could be put 
in there. 

THE CHAIR I: Volume 1 you say? 

Volume 2, sir. 

#7#@ Will put that in where? 

it goes right behind those 21 points and we will insert 
these. 

That will just be part of Exhibit "443". then? 

That is right, sire Do you want me to make an explanation 
of that? 

wRe HARVIE: Yes if you please. 

In addition to the information you asked for, ur. Frawley, 
we have added pages 22, 23, 24, 25. That covers the in- 
formation as shown under statement No. 17 covering the 
various companies operating at those <l points together 


with their equipment and capacity» 

Then you asked for a break+ 
down of the estimated fixed charges on the present set-up 
and that is on page 26. ie give you the sales, percentage 
of branch expense , the taxes, depreciation and the total. 
On page 27 we give you the 


sales, the branch expense, the taxes, depreciation and the 


additional salaried branch expenses under company rpalaried 
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operation or the exclusive franchise basis. 

On page number 28 on the 
present set-up we show depreciation, the plant, the 
tanks, the drums, together with the total. 

On page 29 we give you the 
Same information covering depreciation, plant, tanks, 
drums ana the total on the salaried basis. company oper- 
ation, exclusive franchise. 

On page number SO we give 
you the interest on investuent, on plant, tanks, drums, 
together with a total and the 5% on the investment, that 
is on the present set-up. 

On a proposed company op- 
erated exclusive franchise basis we give you the sane 
information on page 31, trucks, plant, tanks, drums, 
total, 5% on investment. 

On page 42 we give you the 
estimated saving under the present set-up of discontinued 
farm deliveries at these agencies as shown on there. 

On page 36 , which is the 
last page, the estimated savings on the proposed set-up 
of discontinued farm deliveries at those same points, 

In other words the list of 
agency points on every sheet covers those as discussed 
in the statement 17 on an agency basis, that is the old 
basis and the proposed exclusive franchise basis. 

Q juaAJOR LIPSETT: That worke out, wits liller, 
does it, that you would have a saving over your -arketing 
of .7285 cents per gallon, over your Whole tarket, if the 
farmers' free delivery was cut out? 


A Yes, when we pay 2% cents. On the & cents we will be a 
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Le Oe ae 
quarter of a cent less. 
Q THE CHaAlkiian;: ii saving of what did you 
Bay, @ saving on---- 
A It shows on page number 32 "Note, a saving of 1.25 cents 


per gallon on farm delivery gallonaye would mean 
gld,2460.05 or an average of .7285 cents per gallon on 
total present business through the above agencies", that 
is the agencies as listed on that page number $2 but now 
that we are on the 2 cent basis it means that there is a 


Quarter of a cent less than that figure shown. 


q Does that mean to say just at those points on sheet 32---- 

4 Ghat is right. 

Q Only? 

A That is right, which is representative of the whole but 
these were the only points which we were dealing with 
under Statement No. 17. 

Q On the basis of the 2 cents and the discontinuance of free 
delivery there would be a saving of approximately 1/2 a 
cent a gallon over your whole business, is that right? 

b 2hati is right, sir. 

Q MRe FRANLa&: Do I understand, iir-e Chair- 


men, this is going in just as if.it were part of the 


PxAOLOLG? 


THE CHAIRLAN: Part of uxhibit "445", in- 


serting it at the point indicated by iro isiller. 

Q TH CHAT Ru AN: ‘hat saving did you tell 
me would be effective, just so that I may have the both 

at the same point, ur. willer, on drums? 


A Tt works out on the statenent that we submitted, ir. 
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Chairman, «24 cents per gallon. 


Q 024°? 
A That is correct, sir. 
Q That is on the basis of your having nothing to do with 


drums at all? 

A Yes, providing we have no drums of any kind. 

Q WA JOK LIPSETT; Then what would the saving 
be then, on the total gallonage of this reduction of com 
mission from 2% cents to 2 cents? 


Well the only difference, tir. Commissioner, is we formerly 


%.. 


paid 2% cents for farmer delivery, that is commission and 
cartage, on farm sales rather. ‘he same amount was paid 
on sales to dealers, which were made to dealers rather at 
adjacent points to the agency or branch: that has been re- 
duced now to 2 cents as I said yesterday if free deliveries 
were discontinued, based on 50% of the business now being 
farm business, the saving would be 1/2 cent per gallon on 
the total of the sales made. 

Q. MRe FRAWLEY: Have you ever analysed your 
records to see whet percentage, to find out what percentage 

of farm sales are made at the warehouse and what percentage 

on the farm? 

A I gave you that, iir. Frawley, in the book of graphs, page 


16, that is according to our agents' deliveries which were 


made « 

Graph 16? 

5 That is the one you have there. 
Q That is the questionnaire? 


A Yes, in the recapitulation. 
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si da, Od aires 
MR. HARVIE: Pace Tl thinks tenes 
iwRe FRAWLEY: #Ould you mind looking at 


this, have you a copy? 

No I have not. 

You might look at this one? 

We show the total sales and thon they show their country 
deliveries and then they show their percentage of the 
country deliveries compared to the total. 

Country deliveries are what they deliver theaselves to the 
farn? 

That is not all farm, «ur. Frawley, they show it as country 
deliveries, that is a figure combining farm sales and sales 
to dealers in the country. 

Outside of the point? 


Adjacent to the agency point, but I would still estimate 


the percentage of farm business as a total approximately 50%. 


You would estimate about 50% of the farm business, el- 
iminating the dealer business altogether? 

No, 50% of the total consumption in the Province is what 
we would term "farm business". 

That is what I had in mind yesterday. but what I have in 
mind now is something different, it may be here I Go not 
know, but eliminating the dealer business altogether and 
only thinking of the farmer business, that 50% farmer 
business, about how siuch of that would be delivered on 
the farm and how much delivery taken at the warehouse, 
that is what I had in my sind’ 

Well that is a figure we cannot give you, Mr. Frawley, 
because we do not know how ciany farmers are coming to 


the warehouses on which the agent is allowing the farmer 
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part of his cosimission to take it Out instead of the agent 
himself taking it out. 

This private arrangenent which you say is g0ing on? 

Yes. 

If we cannot get it we cannot get it but it occurred to me 
the Commission might be interested in knowing that, because 
£ am told now that a lot of farmers have trailers, either 
trailers on their cars or Biel] trucks, alnost every 
farmer has one, and he g0es in and gets his gasoline and 
oil distillate? 

It has been increasing and as I said yesterday it will 
still inerease providing distribution is wide enoughe 
Anyway you have nothing at the moment on that? 

Ho sir. 

wAJOR LEIPSETT: Mr. biller, I am sorry, I 

do not think I quite followed what you were telling me 
about this saving on the reduction from the 24 to 2 cents, 
we have a saving of approximately 1/2 a cent a gallon by 
eliminating free delivery to farmers and approximately .24 


on eliminating drums, now is thet the only saving which 


would be made by the reduction of from 2% cents to 2 cents 
or is there a reduction on the other business in the 
agent's commission, at present he gets 2% cents on 

ever ything? 

Wo sir, he gets 1 cent on sales to dealers at agency 


points and 2 cents on sales to dealers or farmers outside 
of the point. 
That is on the new set-up? 


Yes. 


Distinct from the present £2; cents? 
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A Yes. 

Q Well now will there not be a saving of a quarter of a cent 
On sales to dealers ovtside the agency point? 

& There would be if we operated on the old basis but that one 

quarter of a cent would simply be saved from reducing the 

agent's commission from 2% cents to 2 centa; under this 

new distribution where we muke delivery ourselves from the 

branch to the dealer or distributor at adjacent points it 

is difficult at this time to estimate that, lr. Commissioner, 

because this is the way that will probably work; we will say 

that we had before an agency point known as "A", where the 

price, or rather where the freight to that point was 2 cents 

a gallon; north of that point, 15 miles, we may have had 

another, we did have another, agency where the freight 

rate to that point was possibly 2.15 cents per gallon; in 

other words 16/100 of a cent greater than the point "4". 

Now we have climinated that plant on the railway track so 

in future we will not ship any more tank cars by railway 

to that point. Instead we will be making delivery to that 

point, that is point "3" with our own company operated 

trucks and as to whether that will cost us more or leas than the 

railway rate formerly paid is the difference between ",\" 

and "B", which is 15/100 of a cent or less, that we can- 

not determine at this time. If it costs us more than 

there will not be any saving. 

And against any saving I suppose you have the additional 

capital outlay for the truck or equipment to make that 

delivery? 


S Yes. 


Q You eliminate the railway storage point "B" but instead of 
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that you have to hiave the equipment, truck or whatever 

it is, to take it from "a" to "pre 

Our capital outlay on the Change of distribution will 
run approximately %2,000,000 of » Hinimun. 

And you do not see then any further Saving out of that 
Quarter of a cent beyond what you have already told us? 
No sir, 

but what you do see is a better service to the community 
and a saving to the producer, the farmer, that is by mak- 
ing the distance shorter for him to cone in there and 
pick up his requirenents when they cannot be delivered, 
that is some consideration to him, because if he is a 
farmer and had to come 15 to 20 or 25 niles, it) is 7a 
definite saving to him now if he only has to come 5 or 8 
Miles. 

You think it would give him more efficient distribution 
but you do not anticipate any further economies? 

No sir. 

MR. HARVIE: vite hiiller, you have been 
uping a figure of a cent or a cent and a quarter as the 
cost of delivering to farmers, now that was on the basis 
that approximately 50%00f your total gallonage is sola 

to that market, to the farmer, and the suggestion has 
been made that these farmers or some of them are now co = 
ing and taking delivery at your warehouse, just assume 
with me that possibly one-half of them night do thet, 
what effect would that have on the cost of delivery to 
the remaining half? 

I do not think it changes the effect at all. 

youla it increase the cost of the delivery of the rem:ining 


gallonage to farmers if you only had half the delivery to 
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make? 

It will definitely cost, as I said yesterday, due to the 
fact that the farmer is taking simller quantities either 
for financial reasons or because he is not using as siuch 
as he used to use, it is becoming more costly, whether it 
is the agent or whether it is the company that nakes the 
delivery, it is becoming more costly for them to.do it 
than it has been heretofore because of the sialler pur- 
chases of the farmer; in other words you. have to cover 
the mileage, you make the sane mileage rather and you 
take out half the quantity or less. 

And your depreciation and other mileage charges woulda have 
to be added to the deliveries of one-half the quantity? 
Yes, quite so. 


So then if the practice developed where 50% of the term 


deliveries are tuken by the farmer, that would not mean that 


there would be 50% of that cent saved? 

Definitely not,due to increased costs. 

PHI GHATReiAN: dell I suppose we will 
probably hear from some farmer or farmers but how do you 
figure, I can quite see the saving feature, but how do 
you figure this effects the farmer's operation, would it 
be such a grave inconvenience to him as to seriously 
embarrass the farming industry if free deliveries were 
elininated entirely, you see what I mean? 


YES« 
I am trying to ask you to see the farmers’ side of it? 


fend. cannot say, iir. Chairman, that the farmer will’ be 
inconvenienced or his cost of doing business will be in- 
creased and when I say his cost of doing business, I mean 


including his losses, which woula be a cost, I said the 
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other day if the farmer cannot Secure his requirerients 
immediately they are required in the harvest season, if 

he is delayed an@ bad weather arrived, he is going to 
suffer losses by degradation and under the existing or 
the old type of distribution if free ageliveries were 
eliminated I think that that woulda cost him, as I outlined 
in this statement, in Volume #, more money; in other words 
it would pay hin to, if necessary pay @ delivery charge of 
another cent or a cent and a half a gallon and he would be 
further ahead to get those g00ds immediately they are re- 
quired, but if you have wide enough distribution, instead 
of having as shown here 1049 points in the Province, there 
will possibly be 2,000 or 2,500 distributing points in the 
Province, where the farmer can buy his requirements whole- 
Bale, then I dc not think that he is going to be embarrassed 
or inconvenienced or suffer loss if free delivery is Cut 


off. 


(Go to number 11,050) 
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THE CHAIRMAN : Now, that is on the 
assumption, I suppose, that if other companies remain 

in the field in competition with you, they will adopt 

that more economical method of delivery, too? 
Bivnineouwein,. lonoticed today, since we commenced 
there are experiments being made by other companies in 
“estern Canada, although there has been no definite policy 
decided on. But I do know other companies are experiment - 
ing and trying out the new form of distribution that we 
are now operating under. 

MR. FRAWLEY: Recepting the reilways 

come in in the next two or three weeks with a radical 
reduction in freight rates on refined products, which 
might be a deterrent to the Imperial say going into your 
method, your system? 

Wiell, I do not know. We considered that angle before we 
decided to change our old to our new. And we still will 
aa to our main branches by rail so long as the rate is 
low enough. If it is not low enough, we will find other 
ways to ship. But I think regardless of what reductions 
are made in the rail rates, it has no bearing as to the 
efficiency or cost of doing business under the new form 
of distribution as against the old. 

You say, getting away from the tank ferm down by the 
railway tracks, and bringing it up closer to the community, 
and introducing retail facilities in addition to the whole- 
sale, you say that in itself is a better marketing system, 


and more economical, and I presume therefore that would be 


reflected in the price’ 


It is the proper modern method of distribution as 1ar as 
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Our experience shows, 

Q Now, let me put it this way. Suppose that you need 6¢ 
to operate as you have been doing un to this Veale Or 
any figure, X cents, as a fair marketing spread to pay 


all your expenses and give you a fair return, you need 

X cents, Might the Commission take it you went into this 
scheme with the idea of being able to geet along with some- 
thing less than X cents with your new system from your 
previous operation? 

A AS J said, lr. <Trawley, last week, we do not know exactly 
what saving can be made. It would not be fair for me to 
try and make a statement to that effect. Because in the 
first place we heve not had one year of operstion yet. 

Meme ce cthiil in the transition period. 16. ave Stade 
changing over. *e may be out of line on our truck costs; 
Om the depreciation on the road equipment, which is 4 bie 
factor in this new scheme of distribution, might be 
greater than we expect. There are so many items that go 
into that, that it is impossible for me to sey What saving 


may be made, but we do Know, we are satisfied it cannot be 


higher, and at the same time it is more advantageous to the 


consumer, inasmuch as it is hore efficient. 
Q You were good enough to say, or frank enough to say, some 


days ago, that one of the reasons that lead you to go into 
Sheetal | 
or decided you to go into this new marketing system was 


‘1 be 2 
some urge you had received from the Alberta Governmen t% 


A Quite right. 
And I presume if it is 4 success, the Alberta Governme nt 


will want to take a portion of the credit from you. 
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Be that as it lay, Iothink atts fair to say the urge 


of the Government wanting you to go into a more economi- 


cal system of marketing was that that would benefit the 
consumer, and they were not concerned with Your vrei i: 
position. They would expect you to look after that 
yourself. It was in the Government mind in making this 
representation to you or sugsesting that you might evolve 
a more efficient marketing system, thet the advantage to 
the consumer was unnermost in their minds, of course? 

A "@ll, Mr. Frawley, we have tried to set up what we 
term an efficient distribution and most economical 
Operation, and as I see the picture of the future, if we 
Have to cut further, the next cuts that ere going to be 
made are pay-rolls and the number of people on those 
pay-rolis.—-Im other words, as we said the other day, 
we centralized our marketing and accounting iacilities 
in Testern Canada at Regina, taking care of the three 
western provinces. Formerly, we operated with five 
individual units which were know as five separate 
divisions. As I see the picture, and I think we will be 

able to convince you further of that when Mr. Bronsden 


presents some further statistical information to you, 


as I see it, if we have to make any further reductions, 


it has got to come out of labor, pay-rolls. As you reduce 


so you reduce your buying power. If you lay 


If they do not 


pay-rolls, 


people off, you know where they go to. 


get another job any other place you are going to increase 


your relief, as T see the thing. 


Q The only people you have on the pay-roll are your 
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administrative officers or your accounting staff. 

Your administrative officers in Regina and in Calgary 
and"in Edmonton, is that not so? 

I think we would have to look at the pay-rolls in general, 
in’the terms of the industry and not individually. 

I am not quarrelling with you about it eat all. But you 
say you will have to make some cuts in pay-rolls, and the 
great bulk of your marketing system is not made on pay- 
rolls, that is commission? 

It does not matter of make any difference whether it is 
commission or salary. It is all pay-roll. 

Tt went to understand this. What you mean is the next 

cuts will have to be in eliminating commissions or cutting 
down commissions, is that what you mean? 


Cutting all pay-rolls. 


Cutting all pay-rolls, including commission, for the 


purpose of your answer as pay-roll*’ 
Cutting many things. Cutting out taxation where we can, 


and cutting costs that will go beyond the point of operating 


efficiently and with economy. That is my own personal view 


as I see the picture as it stands today. 


Just like so many things, it is perhaps idle to be con- 


jecturing about it. But I am just wondering about this 


new marketing departure of yours. Tt is either going to 


be a success or a failure. Tf it is a success, it 1s 


going to be either a success to your company 1n ereater 


profits or a success to the consumer in greater savings 


passed on to him in a reduction in price. T mean, by a 


process of elimination, we can get 4¢+ down to whet it will 
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MR. HARVIE: Or better service? 
Q, MR. FRAWLEY: Or better servise at no 
change in cost? 
A quite right. 
Q would you mind exploring thet? Let us examine all the 


possibilities you see. One result might be you would 
Save money and make more money for your shareholders 
and as I see it there is no crime in that? 

A I did not say so. I said I did not know what saving, 
if any, we would make. 


But I am putting it to you on the basis that there will be 


a 


@ seving which will be reflected either in a reduction 
meee Oy yan increase in «your profitss. Now, either one 
of them is e perfectly legitimate objective. Now Mr. Harvie 
Sugeests aithird one. Hither a reduction in the price which 
the consumer pays; or leaving the price as it is and greater 
profits to your company; or no greater profits but greater 
service to the consumer? 
A 1 think the best answer I can give, Mir. !rawley, to that 
pevcuie,.or explain it. as I see it. _1f there Go 0e)Saert 
saving, all well and good. Then if there is not, TI think 
there will have to be an increase in the price and not 
a decrease. But as I said, our figures thet are coming 
after I go through that Volume Number 3, from ir. Bronsden, 
will give you further information in that regard. 


Tell, E will wait till Mr. Pronsden is through? 


& 


MR. HARVIE: There is one point that 


re 


occurred to me, that is, possibly some of the reasons 


pack of this change in the marketing system, I get it 


from your evidence, that the trend is that the farmer trade 
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which is now 50% of your total business, is on the 
decline as compared with your dealer trade? 

Right. 

THE CHAIRMAN: Mr. Harvie, does it appear 
it was on the decline in the provinee or merely that this 
company's position was changed? 

MR. HARVIE: What would be your view 

on that? 

That decline in farm consumption is general throughout 
the ‘est, of the total consumpvion. 

Not only your comnany? 

As I said the other day, at one time, farm consumption in 
Vestern Canada was 85% of the total. Today it is anprox- 
imately 50% of the total. 


THE CHAIRMAN: Is it going down or is the 


other consumption going up? 

The consumption in the “'est - I am just giving you this 
from memory because there are only ten years' statistics 
available - I think in 1928, the consumption in Western 


Canada, in the three Prairie Provinces, was approximately 


200,000,000 gallons. In 1929, I think it was at the peak 
year, that was the year when Saskatchewan sold 75,000,000 


ganbons Of asoline in the one year.~- 1 think it was that 


year approximetely 222,000,000 gallons. Thet consumption 


from 1930 to date has gone down to a low, I think of 


146,000,000 gallons, or 142,000,000 gallons in the West, 


and in 1938 it came back to somewhere between 1928 and 1929 


figures, being annroximately I think 213,000,000 gallons. 


So the total consumption is Jess today in Western Canada 


than it was 10 years ago, and the farm consumption of the 
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total is 50% approximately. 
MR. HARVIRE: BE BBGINStAA wh aeee. OP 
85% in I would say 1922, 1923, and so forth. 

Q And I believe your evidence is you expect that market 
to decrease to about 25% of the total? 

A BoSlG™ BHieecannot sees ¢. es. , Tt is as clear as dayligkt 
to us»-thet othe car, the truck, bus and aeroplane consump- 
tion will increase, and the fern consumption is going to 
decrease, due, we Bee Le lOuctaA tke: Operations and the 
more economical type of tractor. In other MOI S ge ed Oo Tt 
expect to see any different picture in the next ten years 
than we have had in the last ten years, as far as cycles, 
weather conditions and crop nroduction and consequent 
consumption is concerned. It will fluctuate in the next 
Vem years jist as it has in the last ten. It will have its 
ups and downs? 

Q And that was one ricture you had in mind when you decided 
to make this change in your distribution system, and as I 
understand the general trend is thet not only are farmers 
buying less, but they ere buying in much less quantities, 
for farmers. 


Quite true. 
Whereas they used to buy maybe several parrels, they are 


down now to a smaller number of barrels or possibly frastions 


of barrels, or soon will be’ 


A That is quite true. 
And that being the case, forgetting your new distribution 


system, but taking the old distribution system, what effect 
) sa 


would that trend have on the cost of distributing gasoline 
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A. H. Miller 


for thet trade under your old bulk station system? 


A You mean the farm trede? 
Yes? 
A It is going to increase Ther chstiti is Whisa tn yesterday, 


it is uneconomical to do, end has been for A>Y Sar OF 80), 
two or three years, for our agents or for Our company 
or anyone else to make delivery to the country because 
of the small quantities that are purchased at one time 
by the farmer and the mileage we have to cover to make 
those deliveries. That questionnaire came from over 

200 of our agents in the Province of Alberta, and that 
indicates thet quite clsarly. 


Q@ Now, your new system is being develoned having that 
trend in mind? 


A Yes. 

Q Is it your view or not that you will be able to meet the 
new farmers' requirements, that is, for delivery in smaller 
quantities, more economically through your new system than 
you could through your old buik station system? 

A Pewould say so, Mr. Harvie, yess It will be more economical 
as far as the farmer is concerned. There will be service 
there thet the farmer cannot get today under the old basis. 


As I said under our bulk plant, a farmer comes in for his 


reouirements and the first thing he has to do is to hunt up 


the man to sive it to him, the agent. And I am speaking 


now from actual exnerience. T know that there are farmers 


who have come in to agency points in “estern Canada and 


have waited as long as three or four hours to get a barrel 


in ¢ I ack eir farms 
or two barrels of gasoline to take back to their farms, 


because the agent was out of town, or was some other place. 
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A. H. Miller 


He is not available anyway to give that service. And 

that is why possibly the number of farmers coming into 

town for their requirements has not increased to the 
extent I think it will in the future. The inconvenience. 

A man comes in to town and many of our bulk plants in 
‘@etern Canada have been located anywhere from half a mile 
to possibly a mile at least, and this is conservative, 

from the town itself, that is, from the center of the town, 
there on the railway property, and the railway to cover 
their own requirements always used to locate the oil 
companies in the worst pvossible location on the siding of 
the railway, and the furthest location out of town. In other 
words, the elevetors, and then the stock. yards, and 
everything else, and we came next, and that was generally 
last, and in the worst position. 

Q MR. COMMISSIONER LIPSETT: I supnose that was largely 
Onveccountvor the fire riskk 

A That is what they said, but at the same time, there have 
been very few fires. 

Q MR. HARVIE: Would I be correct in 
possibly summarizing the situation by saying if the old 
system continues of distribution, and the farmers continued 
the trend of buying in smaller quantities that the costs 
would necessarily have to be increased, whereas there is 4 
possibility under the new system you are adopting of 
possibly maintaining the present costs? 

A Mee. G2 vvould say so. 


Q MR. FRAWLEY: Of course, I am not being 


critical of your new system at all, but in the Stettler 


district that we heve been talking about, I find exactly 
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the same number of dealer-distributors as you had under 
the old system of agencies, precisely the same? 

A Yes, ‘that is right. 

a You may say "Well, that is all right, ur, Frawley for 
two or three months, but we will have a lot more in there 
later." But taking it "as ig today, you have now the 
same number of places there at which your goods are 
available to the farmer thet you had under the old systen. 
They are Donalda, Castor, Mirror and Alliance, <I think fours 
The same four you had Ori sineblyTeevhat oe exactly the same 
amount of expense if the farmers sit down anc demand deli- 
very, they go out and the deliveries are made from the same 
points probably to the same farmer. So I do not just see 
where there is any advantage there in economy, in cutting 
costs? 

A I thought T dade that quite clear to you, Mr. Frawley, 
when you discussed that the other day, that particular 
Stettler wong. I said that the first objective we hag 
in mind, the first objective rather we had to make, which 
is only natural, was to convert our old tyve of distribu- 

tion to the new tyne of distribution. That tisethiestirst 

Chitown uetblis only netureal for us to dd. 

Yes? 

After the old tyne of distribution has been converted 

to the new type, and in some cases, Simultaneously with 

add new points, which 


that change we have added and will 


as I said at the end of 1959 might be 500 points in the 


Province of Alberta as against 212 in 1958, and at the 
end of 1940, it might be 1,000. 


T want to nut that before the Commission. Then we take 
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the map which anpears in Uxhibit "44." and looking into 

those zones, as you call them, wherever we find you have 

no greater number of dealer-distributors than you formerly 

had agents, today, then virtually the same amount of servive 
continues and the same amount of costs continue.But wherever yo 
find any greater number of dcecler-distributors then you 
formerly had agents, that you say is ae step in the 

direction of cutting costs and Sane the farmer better 
service? 

A It would give the farmer better service today, even if 
we had not increased the points to the extent of one. 

Q How? | 
Because those points we formerly had on the track are 
now located right in town. 

Oh, yes? 

In other words, there is no delay in the services. There 
is a man there to serve them continuously because it is 
a combination operation. 

Q I wondered about that. You say that thet was a serious 
matter, and that just moving the point up town to one of 
the local dealers and turning him into a wholesale and 

92 
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A Not one of the local dealers. ‘We move the place up-town 


onto our own property. It is our ovn property and our 
own equipment. 
MR. HARVIE: Adjoining your local dealer? 
A adjoining the dealer. 


MR. FRAWLEY: ‘Iell, we need not elaborate 


that. You go to the local dealer and you enlerge his 


property and make that investment. And you say that alone 
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A. H. Miller 


is an improvement in the service? 

A Definitely, yes. 

Q And that improvement, you say, is because formerly a 
farmer would go into town and find your agent out 
about his implement business or something else, whereas 
now you think he can fina your new dealer-distributor 
on duty all day long? 

A Thet did not apply only to us. There are many points 
where there are two or three others and farmers have gone 
into those same points and have not been able to find one 
agent in the town at the time he got there, notwithstanding 
the fact that due to his delay he might have gone from one 
company to amother that he did not intend to buy from. 

And he could not find one of them in that town. 

Q MR. CQMMISSIONER LIPSETT: How exactly did.this 
system of giving free delivery to the farmers grow up? 
vas there any special principle behind it as to why a 
farmer could get delivery as against some other industry 
that was perhaps in distress? 

A It was a competitive condition, Mr. Commissioner. As I say, 
we will take 1922 to 1925, no free deliveries were made. 

We will say up until 1923 anyway, there were no deliveries 

made. iverything was sold f. o. b. the warehouse. That 
was due to the lack of roads that we have today and 
therefore when the farmer came in ho took his requirements 


rp ca] ’ mM ~ Mf 
back with him. Then there was a charge made. The companies 


decided to put on their own truck at some spots. Not at all 


points. But they decided to make deliveries to the country 


on a mileage basis charge. Un to five miles, I thank at 


vas at the start a man raid lg e gallon. And then ten miles 
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A. H. Miller 


he paid an additional amount, possibly 1ls¢ © gclion, 

and fifteen miles he would make another charge of 2¢ 

per gallon, and I think it went to a maximum of anything 
further than 20 miles of og per gallon. That carried on 
for a few years and then competition again brought about 
the question of how mush less some people could do it for 
than others, and that brought about finally free delivery, 


and free delivery has been in effect ever since. 


a} Approximately at what period was that ultimate result 
reached? 
A TF would say free delivery - this is only from memory - 


that free delivery was instituted about nine years GLO, 
nine or ten years ago. 

Q THE CHATRMAN : We have heard with interest 
your views of how Governments generally have provided 
mounting taxation where there was a decrease in the cost 
of gasoline. That of course is passed on to the consumer, 
$5540 NOC? 
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Q What have you to say about taxation in respect to 
the industry as such? 

A If you would not mind, .lir. Chairman, Mr. Bronsdon is 
preparing a statement that I think will interest you 


very much on that and therefore, I think it would be Q 


duplication. 
Ge Very good, there is no need of dealing with it now then? 
z) VO. aS it. 
Q This seems to me, this 7 cents for example. we have been 


discussing, it seems to me something about which you misht 
complain in the way’thst it makes it appear to the consumer 
that you are getting more than you are in fact getting, 
but it is the consumer that peys that tax and I wondered 
if the industry or any members f2lt there wes undue 
taxation directed at that industry as such, taxes that 
the consumer does not pay, and you sey that will be dealt 
with by Mr. Bronsdon? 

A I will say this, sir, that thet is the general feeling of 
the industry, that there has been too much taxation 
Placed upon the one particular industry. that is that 
Particular industry is cerrying too much of a load of the 


taxation necessary to carry on the business of the govern- 


ment. 
& And we will hear about that from Mir. Bronsdon? 
Yes, 
G MAJOR LIPSETT: How exactly is this 7 cents 


collected, Mr. Miller? 
d\ When wo make delivery to a dealer or consumer, we collect 
that tax on the invoice at the time that delivery is made; 


in other viords, if we deliver 100 gallons of gasoline we 
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show the 100 gallons of gasoline and extend the priae 

and below that we put "tax collected" at 7 cents, 7.U0, 
and then we turn that tack to the Government every month. 
We issue a cheque to the Government for the amount and 
the Government audits us to check and see that it 


corresponds with the amount collected. 


@ MRe FRj'LEY: And they pay you something fer 
that? 
b They allow us @ small rato for the collection, very small. 


How much did it amount to gross, in your company last 
year? 

A I have no idoa. 

MR. HSRVEE: The tax or the commissions? 

Q MR. FRS°LEY: It is on a percent basis, 
it is a percent? 

v:) Yese 
Mr. Cottle says he thinks it is a 5% collection fee you 
get, which he tells me is 1/3rd of a cent per gallon? 

Ly I will have to give you that after lunch. It is in my 
other book. 

Q MAJOR LIESE?T: Under the system, Mr. Miller, 
the oil companies, they take no risk of bed debts in 
that, if you have an agent that does not pay, do you bear 
that loss? 

bs Of the faxes? 


Ye Se 


4 In some provinces we are allowed a refund of a percentage, 
I think it is, at least of the bad dobts which are incurred, 
that is as far as the tax is concerned. 


Q Does that epply in this Province? 
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I am afraid I will have to ask Mr. Bronsdon that, it 
does apply here. 
It does apply? 


Yese 
MR. HARVIE: YeSe 
THE CH&AIRMIN: You are collecting for the 


Government and you are paid a fee for faking the collection 
€nd do I understand in no part you are held responsible 

for those who do not tay? 

MR. HARVIE: I think maybe, Mr. Chairman, 

we might file a statement on that situation. 

THE CHAIRM) Ws: Very well. 

MAJOR LIPSET?: Then subject to that, Mr. Harvie, 
we have this 5% and you are paid something evel1y month; you 
have a certain amount of use of the money until the end 

of the month? 

No, sir, that is paid monthly to the Government. 

That is what I mean? 

Whether we collect or not we pay it; in other words, if 
we sold a man 100,000 gallons of gasoline with a 7 cent 

tax it would be paid to the fovornment at the end of 
the month although we did not collect for the gasoline for 
two months or three months; if is paid every month 
according to the actual invoice sales we make. 

MR. FRLUILEY: There have been some instances 
where the companies have had tho use of the money indefin- 
itely? 

MR. HASRVIE: Wot our company. 

WITNESS: Mot our company. 
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MR. FRAY LEY: No. 
WITNESS: Thea t Vis tages I know 


what you are rererring top °ir, Frawley, but not us, 

Q MR. HIRVIE: Mr, Miller, there is another 
point in connection with the Montana pooled freight 
rate question that I think you have some information on? 

a I will submit later a wire that is coming to confirm more 
or less these facts on the phone conversation I have 
had with Montana, particularly, Mr- Frawley. in connection 
with the pooled freight rates which you mentioneds there 
are no pooled freight rates in the State of Montana aceawd« 
ing to the information given to me on the phone this morn- 
ing that have any effect in any way cn the refined produets 
8o0ld in the State of Montana; that pooled freight rate 
is really known asa "group rate" that the State of 
Montana receives and I remember the application for it too, 
it happened about a year ago, the State of Montana secured 
from the Xailway Commission permitting them to ship their 
refined products further Bast into Minneapolis and other 
parts of Minnesota; in other words they gave them a 
Special, what they call a "group rate" to move their 
products further East, particular iy; after they lost 
the crude that was formerly used for the supplying of 
the alberta market; in other words, in order to get 
their crude out of there. they gave them a special rate 
to move it out which is known as a "group rate". Now in 
the State of Montana I am told this morning that there 
is what they call a competitive truck-rail rato within 


the State itself and that rate is very low. shen I say 


“7 a exe Le 
- Ss ay : Pa “ga 
cree fag Sie ceo = Fh ° os? hor 
2 os ae - 3% ' x rd 
ss - = ce ~ <7 - Der ce Ne a tee z Ms ° ° 
= : e a a ie Som re S| - 
5 ea wa 4 : Fl _~ : tae - aye 
rese F- S. Be cy pe c 5 ie what 3 me * ma 
- Fr oar iy : < e r) rn 
, : e Er ‘ oa er An 4 oo Seon ap oie 
. F _ cys mare 2 - Ee “a aay Pe mee xo sie | 
ae rig es ~~ ‘ Zz vie = ? 278 2 = ~ : : 
j er. cee 3 2 tee sae iri ? “ : os tee ae bs 
‘| , : : ¢ * = 
5 : Lid Fe : ; - tee misty. : a - 2 
aes C23 mr ne 4 rae . ; ae ba ; “+ “e 
% : : Cia J " see “T a tA 5 ta -4 ~ day? — . 1 
. eee ee yi ies a 3 a4 B ae ng 
: + oe 4 . aes) ? ot >, ay ge sin 
en J ah , fae ; ae oe sed ee ? - 
ae 7 - “ e or om a) 7 
oa s 2 i is - ¢ 2 ~ ond 5 Es : 
r <= i at : an z id 
= aa) e Z : re 6 aa rae F -- = 
ee . ey a - oe gt r Fe ; z ath, S 2 
: s oo a4 ‘ oa ) : . ae he LL 
' ‘ at<4 $- Ger tae c ‘ habs . ae 
. a at - one 5a ‘ i 
av vies u% 2 = - : _ ey . y Bn = 
‘ ce a : AS 
t “4 : ; 
= Gh me ~ : “A bas ee ae 
~ E oy iiler 4 : a s pes - 
> 3 a vite ; a . ae 
~s dt “e t ne +. tow 5 es 
: Set - : : 4 a pa 
st a - Ss , es ey, on . om = 
ec Ere ae “5 . = : a 
z A - - = —. § 
f 7 Boe 3 a . r= 
= ; . ‘ q sh ? Se 
c - e tee : - a re Z 
ewe . ae 5 A . 2 6 ‘ 
y 2 ~ oun a f hs si ‘ ci ~ 
Re SS . = a4 — = rt = 
£. - 2 " = : yj 
- . ed = 3 5 -_ 
- Ps 5 “aa i ki oe a 
+ : E pa 2 r v-) = 
i= Le 
Me ee ys 2 é 
fe 5 ” 
38 " ; ae ti 
A ‘ : f ae 
- . af na a ~ e ¥ 2 
i: . = ates rs) - 
; : “ : Ein 
2 A * re . : i 4 o J ee - 2 
3 5 5 =“ oer : 
: = - 5 z + re = 
= , “od as z 5 : 
a = , Fl Z ‘ a ; md - a. 7 
‘i 2 : % . * pat aa , 
ns 7 -, Taal ae a . = ; 2a i . 
Z ae eee en cee =. ; Aa 5 = 
2s i. . = er aaa * 
sag 5 . Ei é - 5 ary 
K Prteerd 3 
+ =: ‘ 7 2 ji - 
- re 


t 
Sue r = ae 
‘at - w=. i amg! 
i . m4 a ar 4 4 
ao : 2 - 5 3s F « 
roe ‘i > . a 3 
a i. - 
ei a g é ‘ 
a ’t ee Raa 


G-2 
5 


its 


pre] O02 ae 


He Miller 


it is very low, it is lower than the rates we submitted 
yesterday on Exhibit "466" that we have in Ontario. T 
Said that the price in Montana was 13 cents and as you 
have feund since, aceprding to the rate in the ational 
Petroleum News, it is 13$ cents at one point in the 
State of Montana. I said it ranged from 13 cents to 
145 conts over the State as ae whole. Therefore, due tn 
their low trucking rates or competitive railway retes 
whieh are so much lower than they are hore, you ean 
readily see where the difference of 13 cents and 145 cents 
is comprehended because that Special trucking competitive 
rato runs out 270 miles. Wow as an illustration, if our 
price at Calgary is 153 cents net, and the railways 
establish a trucking competitive rate in the Provime of 
Jlborta that gave us a rate to Edmonton of a cent and a 
half instead of about 3 cents which it is today, then our 
price at Edmonton would be 17 cents. The same thing 
applies in the State of Montana. It ft isla cents ian 
Butte it might be 145 cents 150 miles from Butte. 

58 a further illustration of 
that, we will take the new Ontario rail-truck competitive 
rate for 100 miles, in Ontario it is 1.20 cents per gallon, 
per Imperial gallon. Now it is reasonable to assume that 
with lower rates in Montana, conpetitive rates, lower 
than there are even in Ontario and on the ‘:ine measure, 
their rates going out 100 miles would be less than 1 cent 
per gallon, which would make their price 14 cents. 


MAJOR LIPSETT: That is against your 1.20 cents 


for 100 miles? 


Can 


ae 
r 

Crane 2 

( oven 

sop 

PA ew 

ha) ang 


c=2 
6 


NF ; - 11 068 
AH, Miller oS 


It is just en approximate --- 

In Ontario? 

Figuration, yes, it costs us in Ontario 1.20 now to ship 
gasoline 100 miles» It costs us in this Province or aid 
cost us when we were refining at Coutts, 3.12 to ship 
from Coutts to Calgary. 

Is that about 1U0 miles? 


No, sir, from Coutts to Calgary is, I suppose, about 


2 & oD 


240 miles. 
MR. COTTLE: Loy ie thinks 
WITNESS; “O1l all right, 197 or 200 
miles. 
M4JOR LIPSETT: You said 3.12, did you? 
Yes. 
That is the 200 mile rate? 
q MR. FR4! LBY: hat is the 100 mile rate in 


Ontario? 

vi 100 mile rate in Ontario today or will be rather, 1s 1.20 
cents. 

Q Well, take the same rate today which you are actually pa ying 
to get your stuff to Red Deer, it is 2.632 cents? 

Ba Yes, there is a big difference, 1.3 cents per gallon: it 
is in our prices in jlberta, it is our cost over which 


we have no control. 


q That is why I say there is one price in jlberta, 16 cents 
in Calgary. 
Q Mi JOR LIPSETT: Mr. Miller, you gave us the 


100 mile Ontario rate at 1-20 and what did you say the 


Montana rate today was? 
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I said, sir, I @idn't Sive you the exact figure on 
Montana but I said the rates in Monta, that is the 
competitive truck and rail rates are as low om lower 
than that rate for 100 miles in Ontario of 1.20 ane 

as they deliver ‘Wine measure and not Imperial, I think 
it would be considerably below 1 cent per gallon. 

well if --- 

For the same distanre. 

If it were the same in Montana for the Wine gallon that 
would mean it was higher, would it not? 

Iam just trying to make a comparison,sir. on that. or 
to show the difference rather in that relationship of 
the 14 eent price we will say at Butte as against the 
14% cent price which is the maximum price in any other 
part of the States; in other words, it is 13 cents 
plus the very low rate to get it out say 150 or 200 
miles, which makes the maximum price 14: cents and as T 
Said yesterday --- 

That is where thoy hve conupetitive truck-rail rates 
that that happens in Montana? 

Yes. They have low competitive truck-rail rates there; 


in other words the railways have reduced their rates down 


to the lowest trucking costs. 


Throughout Montana? 

Yes. Therefore, as I said yesterday. the price of 134% 
cénts or the price of 16# rather in Montana makes our 
price at Calgary 3/4ths of a cent below the price today 
in Montana for the equivalent gallon, tank wagon, not 


including the fact that we have to pay the 8% Sales Tax 
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in Canada which 8% Sales Tax should be deducted from 
our price which would make the comparison, would make 
the difference rather, it would make our price in 
Calgary approximately 14 cents lower than it is th 
Montana for the equivalent measure. 

MR. HARVIE: nd a better produet in 
Alberta than in Montana? 

May I now commence --- 

MR. HARVIE: If that is all, we are 
prepared now, Mr. Chairman, to commence on the volume 
which is "MARKETING costs", 

MR. FRAWLEY: Yes, and I am very anxious 
for Mr. Miller to get on with Marketing Costs but I have 
to say that I would liko to cross-examine Mr. Mller 
about this Montana freight situation but I do not think 
that I am able, I know I am not able to do it at the 
moment but I thought perhaps that I should make the 
Btatenont that I will have to content myself with having 
Mr. Cottle go in with his freight rates from Montana 

&nd spend perhaps a considerable time explaining all, 
everything we can learn about the Montana freight rates 
situation. Now Mr. Miller, of course, is giving his 
evidence in the very best of faith on information he 

got from Montana but I simply want Mr. Harvie to know 

I am bound to take very considerable exception to it, 
that it is not the picture that Mr. Cottie got, after 
makings, after personally going there, studying the 
freight schedules and carefully examining the whole thing 
but there is no point, I am not prepared to cross-examine 


the witness now. I am merely stating my position about 
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it because at some later time, perhaps we weeks 

from now I will have to go into this matter. At 

that time Mr. Harvie will be here to cross-examine 

Mr. Cottle and Mr. Miller may want to come back to 

hear It also. I may say I am very glad Mr. Miller 

is making this effort, he is telephoning down to 
Montana to get this information, it all indicates 

his interest towards helping the Commission to get 

the information but to the best of my information 

at the present all I can say is, I do not think his 
information is correct. 

MRe HARVIG: This is not a controversial 
matter, 11 wo want is the correct information. 
WITNESS: In order to help you further 
with that, Mr. Frawley, it is my intention, I am going 
to have our people prepare a comparable statement 
covering practically every operation of these froight 
Neth a: tank wagon prices, the dealer prices, tho retail 
primes, compared with jlberta ind submit it to you here 
isdoeh ur. Harvie, submit the complete picture confirmed 
by the proper authoritios in the State of Montana, which 
either will confirm what I have said or might confirm 

it with some slight change. 

MR. FRAWLEY: That is an excellent 


suggestion because you people have facilities which we 


have not. 

THE CHAIRMAN: It will be a very valuable 
statement. 

VITNESS: I am having that prepared 


for yous 
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MR. HSRVIR: Wo realize that it is e most 
difficult thing. Mr. Cottle has done his best and 

Mre Miller is doing his best and we want the facts. 

MRe FRAWLEY: I will put myself entirely 
in your hands, it will be fine, if your traffic man 
will prepare such a statement. 

WITNESS: We will send it to you in 
statement form, map, graph, and in any other way that 


it is clear and confirm it by the proper authoritios, 


MR. FRAWLEY: Thank you- Now we will 
8O ONs 
Q MSJOR LIPSE?PT: It scems to be a very 


important thing to everybody in the industry, because 
the picture you have given of the 1-20 rato in Ontario 
for instance for 100 miles as against yon paying in 

this Province 2.32 cents, that should be 1:20 cents 
against 2.32 cents for 100 miles in this Provinee, it 
Makes an oxtraordinary difference? 

mi) Well that has beon, it is the freight rate in Western 
Canada which has made the prices up here so high, 

i think, as I said yesterday, Mr.e Commissioner, that you 
are going to find some reduction here in tho freight 
rate, there is some talk of that. 

Q THE CHAIRMAN: Speaking of savings ono way 
and another, I observe, with some interest, that nobody 
has every adverted to any saving in connection with 
transportation through the pipe line, has that acoomplishead 
anything, the reduction of the pipe line rates? 

MR. FRAWLEY: Oh, the reduction in the pipe 
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line rates that we completed in this Commission? 

THE CHAIRMAN: Yese 

MR. FRAWLEY: well, it may be that some- 
thing will be said about that before we finish. The 
rate is now effective, the new rate ig effective as 
from the first of July. 

THE CHAIRMAN: I heard it was effective 
and I did not want it to excape consideration, JI have 
no doubt it will be argued before us pro and con and 

I have no view about it but I did not Just want it 
ignored now and then talked about by Counsel in two 

or three months’ time, when you have such a man as 

Mr. Miller in the box now. 

MR. PFRA‘/LEY: Here is how it will @wme, 
Mr. Chairman, Mr. Halverson's figures, Dre Brown's 
figures, Mr. Cottle's figures, all of those figures 


are on cost of crude and laid down refinery eosts as 


it wes when they were talking ---- 
THE CHalRMiN: Yeso 
MR. FRAWLNY: But I have discussed that at 


the time with Mr. Halverson and Dr. Brown and it is 

Simply a matter of changing the calculation, the laid 

down cost in the refinery today is just so many cents 

less than it was four days agoc 

THE CHAIRMAN: I hag in ming what you would 
have to ray, Mr. Frawley, because obviously you had to 

do with the pipe line inquiry, but there may be something 
Said on the other side from the standpoint of the companies, 
you see, 


MRe FRALEY: YeSe 
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THE CHALRMAN: They may say it does not 
settle that, that there should be a reduction of so 
much and I want them to be heard by us if they are 
saying the opposite of what you are putting forward, 
MR. FRaWwLBY: They must not be shy 
about these things at all. 

MR. HikVIE: Mr. Frawley has not been 


shy in his suggestion, 


THE CHAIRMAN: Well, thetoisealay 

MR. HARVIE: [It may be ineluded in our 
Over all. 

THE CHAIRMAN: You and Mr. Nolan should 


have it in mind. 

(Re NOLAN: Of course it has been brought 
to my attention in the last 48 hours through a statement 
of the Minister that appeared in the public press, which 
Statement should be brought to the attention of the 
Commissione 

MR. FRAWLEY: That is what I mean, all of 
these things ---- 

MR. NOLAN: and the statement. 
MidJOx LIPSETT: Is that the statement which 
was in the Herald? 
MR. NOLAN: No, sir.» well I did not 

see it in the Herald, if it did appear thore, but 
Mr. Frawley was good onough to give me a copy of the 
Edmonton Journal of Saturday the 8th day of July and 

in it there was an announcement that the new pipe line 
rate was in effeet and the new leading charges at 


the East Calgary terminal were in effect and then there 
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was a two paragraph statement of the Minister and the 
effect of it was that there had been a Saving now of 
some 5y cents and that the Government felt that a 
pertion of that saving should be passed on to the 
Sonsumer and that a portion of it should be returned 
to the Government to assist in defraying the cost 

of this inquiry. 

MR. FRAWLEY: That statement was in both 
the Edmonton papers. 

MR. HARVIB: I do not think it was in 
the Calgary papers. 

MAJOR LIPSETT: There was something about the 


new rate going into effect. 


MR. NOLAN: Oh yes, that wis --- 
MR. HARVIE: That was @ week or So ago. 
MR. NOLAN: That was what we call a 


"local story". That was not under an Edmonton headline 
but I do. not think the Minister's statement was reported 
in the local newspapers and if so, I did not see it. 

MR. FRAWLEY: I do not think so. 

THE CHAIRMAN: I am not referring to amy 
newspaper reports. I did not see any of them but what 
I wanted the companies to have in mind, as well as 

Mr. Frawley, is that no dnubt it will be argued before 
us that the reduction in pipe line transportation costs 
Will have an effect and it came to my mind because 

Mr. Miller at this moment is telling us what the effect 
would be if freight rates could be brought down to the 
place where he thinks they belong and if they have an 


effect on transportation, I suppose the reduction in 
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pipe line rates will have an offect tO0. 


MRA HARVIE: Quite so. 
THE CHAIRM:W: and I have not heard 


about it from the witnesses. 

MR. HARVIE: If the statement by the 
Minister was properly reported, it is to the effect 
that we do not get the benefit of it, which is 
something which will have to be dealt with when we 
know more abcut if, 

MR. FRa'iLBY: If your witnesses have any 
comments to make to the Cammission or supmissions to 


make to the Commission. that is what the Chairman has 


in mind. 
THE CHAIRMAN: Yes. 
WITNESS: You mignt make @ note of 


it, Mr. Harvie, and we will dewl with it. 

THE CH..IRMAN: If the Canadian Pacifie 
Kallway reduced the freights tomorrow, and the 
Canadian National also, I have no doubt Mr. Halverson 
will say it will have an effect on the price of 
gasoline to the consumer, Mr.e Miller I mean would say 
that and I gather that from what he has already said. 
Now there hes been a reduction in the transportation 
eost of oil from Turner Valley to the refinery. There 


is no dowbt of that. What offect it should have is 


Something I would like to hear from your company about 


quite as much as from the Imperial and quite as much 
as from Dr. Frey or those who may be speaking at 


Mr. Frawley's behest. Now that I have mentioned it 


you may have it in mind. 
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MR. HiRVIE: It is a matter that we have 
only heard about in the last week and it has been given 
consideration too by our company and I am sure when the 
time comes we will deal with it. 

THE CHAIRMAN: I have no doubt it was not 


even necessary for me to mention it et all. 


WITNESS: You have made a note of 
it? 

MR. HikVIE: Yes, lL have. 

THE CHAIRMAN: You ere now going into some 


other Volume, are you? 
Fe ' Yes, Volume Noe 3. 
MR. HikVIE; Wwe Will present this as an 


Exhibit, I think, in the same manner as the jw evious 


volumes. 
(VOLUME NO. 3 PRODUCED 34ND 
Hint MiakheD .i6 EXHIBIT "468") 
MR. HARVIE: And along with that there igs 


a book No. 2 of Graphs. 
(BOOK NO. @ Of GRIPHS PRODUCED 


q MR. HARVI2: 311 right, Mr. Miller. 
In presenting our marketing costs for the Province of 
alberta, we do not believe it is reasonable that these 
costs, together with our operations, be judged on the 
basis of any one year, which applies more particularly 
to the year 1938 which, due to the greater potential and 
volume we were uble to secure, was the best year the 
industry had experienced in the Provinee of .ilberta for 


some time and the best year in the history of our Company. 
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We have illustrated to 
you the wide variable fluctuations this industry has 
to contend with in the Province of alberta and the 
Prairie Provinces as a whole, which @efinitely govern 
from year to year our operations and costs and in order 
to define more clearly what we mean by these conditions, 
we thought the following might be of assistance in 
determining this proposal. 

In the first place, this 
industry is closely related and definitely tied in 
with the main industry of our :rairie Provinces, being 
agriculture. We have pointed out the wide variations 
that have and do exist in that particular industry, not 
only in the production over the past ten years but the 
wide variation of prices received from its production. 
This has necessitated and received the closest econsider- 
ation possible from the Oil industry in Canada, inasmuch 
as, first, a continuous service is essential and has 
been provided throughout all areas, both profitablo 
and unprofitable. 4 special effort has been made to 
provide Petroleum Products in line with the many variating 
ehanges in mechanization and climatic conditions that 
have confronted us over the years. 

It has always been our 
desire and objective to supply the consumers in Canada 
with their requirements in the most economical manner 
at the lowest prices possible and this applied more 
paaticularly during the years when agriculture was 


faced with tremendous difficulties in this Western 
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Without any hesitation, 
we claim that whilst this industry has provided, after 
considerable investment, ample storage facilities, free 
delivery service, drums without cost to farmers, 
Petroleum Products would have cost the producer consider- 
ably more than has been tne case in substantial losses 
if such facilities and scrvice had not been provided. 
To explain this more fully, we maintain that delay in 
meeting his requirements duting the harvesting season 
would add to his cost of production, would create losses 
for him, losses for the Province and the country as a 
whole, in large amounts, as previously pointed out to 
this Commission. 

In addition, during 
difficult times, before some of the Governments decided 
to assist in providing petroleum requirements in some 
relief credit form or other, this industry made its 
contribution. is an illustrated example. in the year 
1929, due to the position of the farmer, in order for 
crops to be sown and subseguent harvesting. considerable 
credit was essential for both purposes. This apparently 
Was not available from the Banks, Government or Municipal- 
ities, leaving the entire responsibility in the hands 
of the industry, which the industry readily assumed as 
part of its Bees tiens to the country as a whole. During 
the year 1929. we would estimate that between Twelve to 
Fourteen Million Dollars in credit was carried by the 
industry, which estimate we base on the amount our 
Company extended, whieh was approximately FOUR Million 


Dollars. 
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At the end ‘of 1950, we had outstanding of this amount 
$1,800,000.00 and due to the period of drought, low 
prices for grain and depressed conditions, very little, 
if any, of this amount has been eollectcd sinee. 

The Industry has continued to assist the 
Governments in the further maintaining and improving 
agriculture developments during the depressed periods, 
by financial assistance. 

We would like to poiut out that without the 
present wide distribution «nd the utilization of the most 
economic forms of transportation, full economics eould not 
have been made. The former method of transportation and 
distribution of products in small packages, as in drums 
and L.C.L. shipments, would have maintained higher costs 
of marketing, through the provision of ample capacity in 
our outlets and wider distribution resulting in economies 
which the consumer has received the benefit in lower 
prices. 

MR. COMMISSIONER LIPSETT: Before you pass from that, 
dealing with that extensionof credit in that 1929 period? 
2H oat otek Sh ip aa 

Yas there any special reason why you should give eredit 
in that year or was it because you had been giving large 
eredits and got caught in the depression in 1930? 

We had been giving smaller credits up until the financial 
crash, which brought about depressed conditions and the 
Banks were making loans to farmers. We found that in 

that particular year that there was no money available 


and that was before the time that the Government had also 
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decided it was necessary to bring some assistance to 

the main industry of Yestern Canada. 

MR. HARVIE: There was no money available 
from the Banks to the farmer? 

TREVy Le *rien t, 

MR. COMMISSIONER LIPSETT: as thet the case in LBs 
e7oU,Porrs “Hie the snd of 1929 ard 19230.°°T said™@ at the 
end of the year 1930. I beg pardon. 

The bottom of the first page, ifr. Miller? 

1950 that should be, Sir. In other words, the season of 
1929-1930. To be frank with vou I did not know what the 
farmer was going to do to get that crop in unless that 
money had been supplied and we can say that after going to 
all the trouble we could to investigate as closely as we 
could I do not think there would have been very much crop 
gO in and consequently very little come out if it had not 
been that the farmers were given credit by the oil industry 
as a whole. 

Do you mean that was for the crop that went in in 1930? 
Yes . 

Instead of 1929? 

Pond pets 

MR. HARVIE: You wish to amend that on the 
first page to the year 1930? 

Lee, oir. 

MR. COMMISSIONER LIPSETT: It was at the end of 1950 that 
this money remained unp‘.id? 

Ves,Finavois right. Since that timé in the areas “cr the 


west, that applies both in Manitoba and Saskatchewan but 
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Ido not know to what extent in alberta, the Government 
have guaranteed advances, they have come to us each year; 
either the Premier or members of his Cabinet, and requested 
that we grant credit of which they will guarantee payment 
if it is not collected under certain conditions. ‘ve have 
waited sometimes for that money to be paid back a years a 
year and a half and two years, as the case may hes 1 
mention that because the Governments did take up that 
problem afterwards. 

THE CHAIRMAN: at the bottom of page 1 do you 
want to change 1929 to 1930? 

Ee would, liars 

During the year 1929, you want to make that during the 
year 19307 

THA CES Biveh te) Six 

MR. COMMISSIONER LIPSETT: And subsequent years you have 
had to provide credit only you have had a Government 
guarantee? 

Dyetw ins Bight. 


Can you give us any idea of the amount of that credit? 


dell, in Saskatchewan, Sir, in 1938, I think there was nearly 


one-half a million dollars. 

That would be guaranteed by the Saskatchewan Government 
but the credit provided by you? 

WES % 

Was there any such practice in Alberta? 

I do not think we had any in alberta. 

MR. FRAYISY: That is probably what keeps you 
in the drought area in Saskatchewan? 

Credit in Alberta has been of the unauthorized type. That 
is generally put out in the Fall of the year or in the 


Spring of the year, whichever the se.son may be and the 
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A. H. Miller. 


Operation of the farmer. He will come to us and say he 
would like a drum or two drums of gasoline and when he 

sells his hogs or something of that nature he will bring 

us the money. Lk 2s 2 temporary credit and it may be for 

a month or six weeks, something like that. 

MR. COMMISSIONER SIPSETT: That is entirely a private thing? 
Yes. in the Fall of the year the majority of the farmers 
acquire their requirements to start their threshing operations 
on a credit basis, which is paid for subsequently after the 
harvesting is done. 

You allow your agents, I Suppose, to have some discretion, 
or you give them special authority to make those credits? 

in some cases we do and in other cases we restrict them. 

ve have to use our judgment according to the area. 

and you have to leave it to his diseretion in a good many 
cases? 

26s 

THE CHATRMAN: How was that handled previously. 
are you taking on what was formerly deemed to be a function 
of the Banks of the country? 

ve did that year. That was the year we went into it deeper 
than we ever did before or have ever since. 

MR. COMMISSIONER LIPSETT: ‘Yas that at the request of any 
Government or was that just thet you hed your customers and 
you thought you would try and help them through? 

No. In the Province of «Saskatchewan the Government asked 
us to give all the aid we could. 

Tr goO t 

Yes. But they were not able to give us any guarantee at 


that time. Subsequently to that vear they have given us 


guarantees. 
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MR. FRAWLEY: That is in Saskatchewan? 

Yes, I am speaking of saskatchewan. 

MR. COMMISSIONER LIPSETT: vith reference to that 4 million 
dollars, Mr. Miller, have you got any figures showing how 
much of that applies to the various Vestern Provinces? 

I haven't here, but we can pet it, 

MR. IL.RVIE: May I have that question again? 
That $1,800,000.00. 

MR. COMMIS>IONER LIPSETT: If you take the 4 million first? 
The distribution of the 4 million? 

end the distribution of the $1, 800,000,009 

I mention that just because whilst that eredit has been 
mainly in Saskatchewan the same conditions gould or it is 
possible for the same conditions to arise in the Province 
of Alberta or in Manitoba. Saskatchewan could come back 
and have a few good years and the Provinee of Alberta might 
have adverse times due to the same conditions, drought, 
which they have there. f think the moisture charts that 
we will present showing the period of years, I think that 
is a very necessary thing. We are going to present that 
to you just so that your experts oan make reference to it 
because that varies and fluctuates and naturally the crop 
varies and fluctuates accordingly. 

I suppose you have taken the position you are Operating 
throughout Canada and you could not pull out of a 

Province and leave the people without gasoline because 

of bad conditions? 

I am afraid if we did, sir, we would not get back in there 
again,. 

MR. HARVIE: And you would likely take a 


larger loss going out in that way than you did do. 
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TH! CHAIRMAN; I suppose a farmer, generally 
Speaking, always requires credit in “estern Canada 
operations. Where @id that oredit come from before 

1930 and why did it cease? 

Before 19309 It mainly came from the Banks, Sir. 

Do you know why the Banks changed their policy? 

No, Sir. All we know that particularly in the Province of 
Saskatchewan, and I think that is so throughout the Test, 

in 1930 after the financial crash they were not prepared to 
advance money even on farm or collateral security. 

MR. COMMISSIONER LIPSETT: Was that done as far back ag 1930? 
AS I remember it, Sir, in the West in 1930 and 1931 and 1932 
they were not Prepared to take farm securities or chattel 
mortgages or anything else, as they did formerly. Before 
1930 the avewage farmer in Western Canada could drop into 
the Bank in his little town ana get “100.00 or a couple of 
hundred dollars on a note, sometimes without security. 

If he got in a little déeper maybe the Bank manager would 
tkae a chattel mortgage or something on his chattels. 

That has not been available since unless it is within the 
last two or three years. 

Do you think’ there is a possibility in the last two or 

three years af the Banks had been more liberal in giving 
credit? 

It has not been so in Saskatchewan; otherwise, the Government 
would not continue to guarantee this credit on petroleum 
products and on seed and implement parts and other 
necessities. 

THE CHAIRMAN: Where for in previous years, 


as I am understanding you, and I want to be sure I am right, 
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in previous years in Manitoba, Saskatchewan ana Alberta 
the Banks had advanced the money which was required for 
the purchase of oil from the oil companies? 

thet is right, Sir, unless a man was able to get by without tt, 
Quite so Oommencing with the year 1930 there was a 
different Banking policy? 

That was just eut right out. 

It was cut off and in the result with or without the 
encouragement of the Government the oil] companies have had 
that added burden of financing their own customers? 

That, ig right. 

In the purchase of the oil necessary for use on farms? 
Zea. 

That whieh had been previously deemed to be a Banking 

fune tion? 

met Le true. Sir. 

THE CHAIRMAN : That is not without interest. 
MR. FRAWLEY: To what extent do you now get 
Government assistance and to what extent are you on your owm 
in helping farmers and to what extent are you helped by 
Government guarantees in this Province, so far, or any of 
the Provinces? 

In Saskatchewan we extended credit and took bonds. In 
Other words, a@ gucrantce by way of bond. 

MR. HARVIE: For what year? 

I think we had to hold those bonds for 4 certain period of 
time. Is that right, Mr. Bronsdon? 

MR. BRONSDON: We still have them. 

Subsequent to that we issue credit with the Government 
requisition and they have guaranteed it and have made 
payment as they could from time to time. 


TH CHa RMAN: In Saskatchewan? 
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He is Miller. 


In Saskatchewan, Sir. 

and in Manitoba? 

Manitoba,we have never had a y bonds from Manitoba. There 
has not been the same necessity over the last few years at 
least to give any credit on the same basis as we al a aaa 
Saskatchewan. It is more diversified. They have a different 
elass of farm production and there is more Stability there. 
The main difficulty has been in the rrovinee of Saskatchewan. 
“hat about Alberta. Have you anything to say about that? 
Alberta, Sir, we have not made any arrangements for credit 
other than I mentioned, which we made to farmers at 
different seasons of the year as a temporary line of credit, 


You have no Government guarantces here? 


I do not think there has been any necessity for at. oir. 


4“t least we have never been requested by the Government to 
put petroleum products out on their guarantee. 

MR. COMMISSIONER LISSETT: That credit in this Province, 
does your agent take the risk of that or does he Join with 
your company in taking the risk or does the company take the 
whole risk? 

Well, it is really joint, Mr. Commissioner. In sore cases 
Our men take their own risk and in other cases we take it. 
He puts it up to you and you authorize the credit am 

then you take the risk? 

wea 

It might be of interest to you also, Mr. Miller, but I do 
not know whether it would be convenient or not - but would 
there be much trouble to sive some sort of a graph ora 
picture or a statement showing the increased credit load 
Vougneave Nad to.carry since. 1930 or is that 4. picture. that 


you can give? 
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ae rhe Miller. 


We could, Sir, yes. I think we could work it out for you, 
If it was not too much trouble it would be of interest to 
your company to have it. 

MR. HaRVIi: I think it would be a useful 
piece of information. (Gredit risks prior to 1929 and from 
1929 and subsequent years. 

TH: CHa IRMAN: {t strikes me it is quite 
important. Here is a risk that the oil companies are asked 
to assume, which was formerly assumed by the Banks, and tea 
the extent that there is loss increasing their eosts of 
operation and insofar as they are not paid by some other 
agency, such as a Government, it is just a plain LOss ya 
I think it is ne side-issue at all if it looms as large as 
I gather from the witness it does, having regard to these 
figures we have here. 

I think we had better give you the year that the Government 
started the guarantee in Saskatchewan because if I remember 
correctly, this is only from memory, that we extended credit 
in 1930 and the crop was vory unfavourable and I think we 
went along in 1931 and made further extensions except on 

a limited form. In other words, we were still optimistic 
the same as the farmer is the next year is going to be 
better. I think that went on for a year or two. But we 
will give you the date that the Government took over. In 
other words we finally said "Ve just cannot do it any more" 
and then I think the Government came to our assistance in 
2aska tehewan. 

MR. PRAWLEY:. I think there is some legislation 
here, but perhaps you have not any knowledge of it. I 
think they call it the Agricultural Relief act. Those may 


be relief cases but there is some assistance granted by 


Ore se 


Bul at. * eae au fe. 190%, 


yp eht on i cy Et I. a. 90519 


PSA. Het - Set. 


‘ 
ard Sa 7 


pag F 
34 rhe bd tethap 
5B tere <5 


i ait nie = Aiea 


= 


eee fait 


Se URS 


He Hie Mien. 


the Government by way of guarantee to the oil companies to 
get petroleum. 

MR. HakVIGs Through the municipalities. 

MR. FRAWLEY: Through the municipalities. 
Spparently your company has not hed any occasion to avail 
itself of this Statute, which, perhaps, speaks well for the 
farmers of this Province. 

MR. COMMISSIONER LIPSETT: There may be some additional 
burden placed on the oil companies of providing the extra 
capital to supply this credit, apart from the actual loss. 
MR. FRAWLEY: Yhat Ll am interested in ig what 
lir. Miller said the other day. apparently he has had a 

bad experieme in Saskatchewan. They hve had to take 
bonds, which Mr. Bronsdon says they are still holding. 

That is interesting to know where did the funds come from 

to enable the company to stand that strain on their fincnces. 
Perhaps they are from the Eastern business. Perhaps their 
business in any Province in which they made a profit enabled 
them to do that. Perhaps that is one of the reasons they 
have to have this spread that we are analyzing so critically. 
That is the interesting part of Saskatchewan. You will 
observe, as I have, that Mr. Miller keeps stressing his 
experience in Saskatchewan, which is very important to him 
and very important to us because if - to put it plainly - 

if the Alberta spread has something in it to help Mr, 

Miller look after Saskatchewan----- 

Lieyrane, veryranberesting, Mr. Frawley, end? they are 
important because if you will look at the trend of everything 


Over? thesipast) ten years, your moisture, your crops, 
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and your prices that the farmers get for their crops, and 
your drought sitiation and your hail Situation, you will 
find it is quite possible - [I hope it is not and I hope 

it does not happen - but it is quite possible for Alberta 
to run up against the same condition as has Saskatchewan. 
and that being the case in this Province every year and 
that every one of these agency points there sre scverel 
thousands of dollars out on credit, it is out in the hope 
that the crop is going to be taken off. Now, 25 43) a3 
hailed out or it is dried out or burned out or some other 
unfortunate condition takes place we are sometimes caught. 
tmouier words, AG is too late then. 

To put it very inexpertly, I am sure, we have talked about 
the City carrying the country in alberta. That has all 

got to be further explored and so on, to what extent it 
does exist and so on. Now, perhaps the rest of Canada is 
carrying Saskatchewan insofar as your company iS concerned 
and putting it rather inexpertly that costs money. It costs 
the British american Oil Company money to put out that 
credit in Saskatchewan, the huge amounts of credit which 
Mr. Bronsdon says is still owed, you must have the means of 
doing that and I suppose it perh:ps follows and perhaps 
there is nothing remarkable about it at all, it follows 
that you do in the other Provinces, and the other Provinces 
are providing a much better experience for your cotipany, 
but you still have to have what you do get in the way of 

a marketing spread to enuble you to carry on the business 
oper: tions in Saskatchewan. That may be, perhaps, not a 


very clear way of putting it but I think it is interesting 


to know. 
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THi CHATRMAN: I think you make your point 

very clearly and we have heard you before. But what is 
your suggestion or tentative suggestion, that they should 
be delimited by Provinces? 

MR. FRALEY: That is running through my mind, 
whioh, 6s I say, is an impractical thing, but I put this 
Suggestion forward. 7 

THE CHATRMAN: It seems that a Canadian company 
doing business in Canada is entitled to say "This is my 
field of operation and I am not going to make a special 
promise for Okotoks or for Alberta." Here is a Yestern 
Canadian situation. ‘Ve are treating that as something 
apart from the Bast or approaching it any way they like. 

I am just wondering, “re vou suggesting to us that the 
witness will be called on to think of and deal with alberta 
as a thing apart? 

MR. FRAVLEY: i do not think so." 9idovacr 
think Dr. Frey is going to make any such submission as that, 
#ny more than in the Province. The result woulda bemous 
around Cereal, where things are bad and where they are the 
lowest of the low, then it is possible they would have to 
pay a special high price and Calgary a special low price. 
That would seem at first blush to be the right way to do it, 
I just wondered to what extent these things do creep in. 
TH? CHAIRMAN: There may be some force in what 
Mr. Miller says, that one year you have a drought in one 
place and another year a drought in some other place and 
they take the picture over a number of years and so on. 

MR. FRaWLSY: But it is on the ‘prinsiple of 
taking nothing for granted and trying to explore every 


possible angle. 
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THE CHAIRMAN: Quite so, Mr. Frawley. 

MR. COMMISSIONSR LIPSETT: You would put one in the position 
that you have, of course, without criticism, of what we 
have been more or less complaining of in reference to rates, 
that is that the railways are discriminating against the 
dest because it costs a little more. 

MR.” FRAWLEY : Because it ig thinner and all 
that. Yes, I suppose so. 

MR. COM‘ISSIONER LIPSETT: I gather the witness! obection 
to that is there should be a reasonable basis all over 
Canada instead of giving lower rates in the bast and 
charge higher rates for the same distance in the ‘est. 
TH. CHATRMAN : There again there is volume 

and I suppose that plays a part. 

MR. FRAYLEY: If the railway companies come, 
as we all sean hopeful and Mr. Miller has thrown out the 
suggestion from time to time that something may come of 
the negotiations now pending or of the application mw 
pending, I should say, it won't be because they are going 
to see any saving. It is just soing to be to prevent 

the loss and the greater and greater loss of gallonage 

to the trucks. They will come to it and say "Ve have 
to cut these rates down to hold the business." 

You are right, it is competition that is driving the 
réilways to do it at less. as a matter of fact, our 
estimate is thet there the railways in the three Prairie 
Provinees have lost over 30% of their tonnage that they 
formerly held. in other words, they are only hauling 

70% to-day of the t-tal petroleum tonnage. 

MR. GOMMISSIONHR LIPSETT: Perhaps the horse was stolen 


before they locked the stable door. 
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I may sey that this form of distribution we put in, we took 
approximately 20% of the total in the west and if they lost 
that then they would only have half left. ‘There were great 
possibilities of them losing a big percentage of ours 


because when we were constructing our plants we advised them 


“he: d of time we were constructing these plants for dual 


transportation purposes and that we intended to make our 
Shipments, because we were more or less forced to make them 
that way, at the lowest pwssible price that we could ship 
them for, and I think that on the whole it is going to bring 
about a lowering of the freight rates in the west an it is 
not coming any too soon. 

Tits CHaTIRMAaAN : It is 611 so dirfieult. 1 cupocce 
the railways would say "ell, look at our costs of doing 
business"? 

Quite right, Sir. 

"And see what we are paying our men and see how we are 
managing to getsrlong"? 

They have had a hard time out here, no doubt about that. 
Luis acl very difficult? 

They, like ourselves, have to rely on this big industry 


that we have, which is agriculture. 


(At this stage the Hearing was adjourned until 2:00 P. M. ) 
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ALFRED HEKBERT LILLE, 
having been recalled. 

Q wiJOR LIPSETT: wife miller, there is 
unother thing thet I want to get you to desl with at 
some time or other and I put it on the record, with 
reference to this policy of the undivided dealer, I 
would just like to get your views «s to the soundness of 
that in principle. The position as I see it is thet the 
undivided dealer gets an extra cent? 

A Pheu teu, Sir’. 

Q The man who is not an undivided desler, he is handling 
the gasoline 1 cent cheaper than the undivided dealer, 
that is has 1 cent less gpread? 

A Yes. 

Q Now if there is no undivided dealer and any dealer 
could handle two or three brands of gasoline, in one 
view it might be said that that cent would be saved to 
the public, or it aight be that thay could not be done, 
or it might be that the principle is quite sound but I 
would be glad if you would give us your whole views on 
Lt? 

f Dn 7p 0 6 edi 

q@ Assuming that your view would be that the principle of 
the undivided dealer is sound, whether there could be 
any saving in merketing costs which could be passed on to 

the public ir you extended thet principle to what I night 

Gall the unGivided consumer, so that if you had the con- 

summers, if they would agree to use no other gasoline except 


fron the one company that they contracted with, whether 


that would be done through credit cards or whether it 


could be done at all or whether there would be any pos- 
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sibility of reducing the cost of gasoline to the un- 
divided consumer by a cent or any other figure; I do 
not want you to answer now but I would be very glad if 
at some stage you will deal with that? 
All right, sir. Commissioner. 

bir. Chairman, in the first 
part of the marketing cost where we have 1929 I think I 
am more correct 12 the first statesient of 1929 than I 
am in 1930 and I will have to change back to 1929 ana in 
Checking that up at noon time, whilst I thought LI was 
fairly conversant with it. I refreshed my memory on the, 
on how that came about in 1929 and we find that this con- 
dition existed, that there was a tremendous tightening up 
of credit about the Spring of 1929 notwithstanding that 
the market and everything was zooming sky-high. 
That is by the banks you mean? 
‘Apparently the banks had determined that the thing was un- 
economical so it got to its limit and they had started to 
curtail very drastically credit before the market crash 
and ag I say we started to extend that credit during the 
Summer-fallowing work of 1929 and particularly the harvest 
work, because as I say credit was difficult to secure and 
the market crash took place in October and the balance of 
the threshing was taken care of by credit from the com- 
panies and then that went into 1920. In the Spring of 
1930 there was no money available as I said this morning 
in any other credit form on ordinary farm security, 
ghattels or land, and we did develop it with certain 
authorities as to,-and so did the various farmers' assoc- 


jations particularly in /lberta,-with the various 
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authorities to see what could be done but I find it took 
just about a year for the Government to take hold and 
start to have credit established by us guaranteed by then. 
THs CHALHMAN: In daskatchewan? 
Yes. 
You did not heve any guarantee in ianitoba? 
No, there was no guarantee in tianitoba? 
Nor Alberta? 
No» 
MWRe FRAWLEY: Then is this second para- 
graph then, i:r. ijiller, on page 2, to be largely confined 
to your experience in Saskatchewan. 
"The industry has continued to assist the govern- 
"ment in the further maintaining and improving 
Neaericultural developments during the depressed 
"neriod, by financial assistance"- 
we are going to give you a statement of the division of 
the (4,000,000 which we expended and I think you will 
find in that statement that Saskatchewan enjoyed the 
major portion. As to what extent, it may be 50% or 55% 


or 60%, I do not know, but that will show in the state- 


ment » 
Yes, you are getting a statement? 


Yes, we are getting that out for you now. 


THE CHATiaAN: I just do not understand, 


I take it that where you extend eredit for oil you make 


inquiries as to the financial soundness of the man you 


are extending it to, take in ilberta, I am not speaking now 
of where you have 4 Government guarantee where you nhiight be 


less careful perhaps but teke the Province of ilberta, you 
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extend credit to a farmer for oil? 

Yes. 

I take it that you sake such inquiry as you deem necessary 
to determine that he will repay you the amount, the cost 
of the oil you are giving hin? 

well sir, due to the wide ramifications and the tremendous 
size of the territory, it is not possible for us directly 
or indirectly to secure the information we would like to 
obtain before the credit is granted. The majority of 
the credit granted to the farmers is one which his really 

a moral touch, a man nay be located we will say out of 
Innisfail for several years and he nay be a good type of 
citizen, fairly well regarded and his usual habits are 
generally known by our agent or our supervisor covering 
the territory and we have to rely more or less on their 
judgment rather than act on any financial statement as to 
his ability to pay as the credit is granted. In siany cases 
it has been a repetition over the years. Je have ilany 
farners in Western Canada who have bought on a credit 
basis each year, some for 5, or 10 or 15 and maybe 20 
years and they either meet their obligations wher due or 
give us certain reasons why they cannot and we have ex~ 
tended it until they could ana then better times prevailed 
or when they had the money they paid us and that is really 
the basis upon which the credit is extended to the fartier. 
nnd do you attempt to take securities? 

Wo sir. 

With respect to your oil advances* 

No sir, we have never taken, we have never taken security 
from the farmers that we trust. 


Have you suffered much loss or are you giving a statenent 
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about that? 


we are giving a statement on that, sir. 


THE CHAIIiAN: All right. 


WRe HARVIL: ive Miller, just on that 
point, is it practical from what you have said to inquire 
much further; as LI take it the farmer ccaes into your 
station and you really have no notice of what credit he 
wants until he is right there to get the product, is that 
the case? 

He comes in, as I said, and it is usually the judgment of, 
grunting that credit is generally in the hands of the 
man, the agent in the field, and if he gets into trouble 
why then he passes it back to us and we have to work it 
out in the best way we can. 

THe CHATRiIAN: And you say you have no 
concrete arrangement with your local representative as 

to whether he bears the loss or you bear the loss or 

you each bear part? 

No sir. 

I mean as a practical thing how do you work that out, if 
he gives a man credit today---~ 

jell during the period that this large amount of credit 
which I referred to in this brief was granted, that was a 
1004 responsibility of the supplying company. No one else 
seca niad any responsibility for that, over the period. 
Just a minute, please, that is the Le yo *lA Wi Bion ?s 

Yes. 

Now was the Saskatchewan Government behind that 12 to 14 
million? | 


No sir. 
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Oh, no Government there? 


No sir and that was earried directly by the supplying 


bs 


cofipanys, in other words our agents or distributors or 
any one else did not participate in the responsibility of 
the collection of that amount which was extended to the 
farmers or by collection, I mean the paying, if it was 
not collected. 

Q Yes? 
jnd then the usual procedure has been [ think over the 
last ten years that, in some areas it has been granted by 
the companies direct and in other cases it has been 
granted by the agents without the authority zrom the 
company which we term "unauthorized credit"; in other 
words the agent takes upon himself, takes a chance based 
on the moval judgment of the farmer and extends it to 
him, extends credit to him for a short time term and as 
soon as he gets the return from that production on the 
farm thai he pays the agent back and the agent pays us. 

Q WAJOR LIPS#TT: You have some security, 
I suppose, as against the agent to the extent of the com- 
mission whish will be due to him at the end of each 
period, would you not? 

A That is the only thing we would have, Mr. Commissioner, 
but naturally those commissions would only be a very small 
part of the amount which would be out in any yeur. 


Q, Yes, and I suppose you cannot leave the agent without a 


livelihood? 
A No sir, we could not do that. 


Q By taking the whole amoun’ 


vi We could not do that. ‘shat we really have to do is to 


consider the whole picture, use the best judgment we can 
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and make the best arrangements possible for she collect ing 
to be made and if there are crop failures or something in- 
tervenes, which prevents that man fron paying. we have to 
try and work it out with him in the best manner possible 
and wait until he can pay. 

WOULG It be felr to put it in this way, that where the 
agent, that the company takes the loss unless the agent 
has done something of which you disapprove and you might 
then try to make him personally responsible, through the 
commissions? 

Yes. 

THE CHATRuA N; I thought it was divided in 
a clean-cut way, the authorized advances the agent is not 
liable for and if unauthorized the agent was? 

The agent was but then on the unauthorized, as the Com- 
missioner just said---~ 

You would help him out? 

We have to help him out and wait or use patience and pos- 
sibly compromise. 

Sod I suppose you are put to some cost in making the col- 


lections and keeping books of accounts concerning all these 


advances? 


4. 
boo 


There is a cost there, sir, the accounting cos 


Your agent of course will have to keep those books and I 
Buppose that costs you nothing but you also have an acm 


counting and collection problem at your Head Office, have 


you not? 


We keep the record there, yess 


MAZJOR LIPSET?: Your Head Office record will 


it be just against the agent, and would the agent keep the 
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account uS against the individual farmer? 

On the unauthorized, yes, on the unauthorized that would 
be proper, between the consumer an Our agent. 

in the case of the authorized credit then that is oar- 
ried by your books, the company's books? 

Yese 

THE CHAIRMAN: Well what LI am trying to 
arrive at is just how auch money it is costing the oil 
companies to perform the functions of a bank in part? 
Well I think that can be arrived at, Nre Chairman, in 


the statement which is being prepared. 


THE CHAIRMAN: I see. 
WITNESS: lay I proceed. 
THE CHALIMAN ; Pleése - 


in Volume © of our brief, we have illustrated many 
reasons responsible for the wide variation in marketing 
costs from year to year and whilst you are not directly 
interested in the Province of Saskatchewan or ilanitoba, 
we Wish to submit four Graphs, which show clearly the 
relationship of marketing expense or cost per gallon and 
the fluctuating sales in these areas. We particularly 
want to point out the wide variation between the 
Province of Saskatchewan and the Province of i.anitoba. 
In Saskatchewan particularly during the drought period 
from 1930 to 1935, the Graph clearly illustrates how 

our cost par gallon in cents, rose out of all propor- 
tion to normal periods.» In i.enitoba, however, due to 

the more diversified agriculture operutions and conse- 
quently the producer being able to rely on revenue from 

the many forms of agriculture production, there is naturally 
greater stability and consequently a more normal trend in 


both production sales and costs accordingly. 
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Although we do not contend that Saskatchewan 
conditions have obtained to the Same extent in Alberta, 
the wide variation in markets are, however, evident and 
possible as fully illustrated by the Graphs, alberta 
distribution of sosts has benefitted by the volume of 
business in all Provinces, through the sharing of overheads, 
although each has borne its direct cost of distribution 
which is by far the larger item of our m.rketing costs. 
It is emphasized that business is dependent on prosperity 
and depression, which in view of the character of the 
major industry in the Nest, fluctuates very widely. 

In an equitable consideration of costs it is necessary 
that a reasonable period should be used and not one year, 
in which the detailed marketing costs submitted hapvens 
to be the best in the history of the Company. It has 
been most effectively demonstrated that future Years wi) 
be different and no forecast of -urs can foresee to whet 
extent the change resulting will be - down or up; possibly 
down. For this very good reason, a period of, say, ten 
years is not unreasonable as a basis of determination 

as to whether our marketing costs have been equitable, 
economic, and our operations efficient. 

If you would not mind, I would refer you to 
the Graph before I finish the brief. At the start there 
we have Saskatchewan. The first item, Consumption of 
Taxable Products, is Provincial. The second item, 
Consumption of Taxable Products Refunded is Provincial. 
Car Registration is Provincial. amount of Marketing 
Expense is British American. amount of Marketing Expense 


Less Bad Debts and Drum Write-offs is British smerican. 
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A. H. Miller. amar. os 
Sales of all Products Tank Yeggon is British amerioan. 

Cost per Gallon in Cents is British american and 

Tractors are Provincial. That graph runs from 1928 to 1937. 
UR. FRALEY: Theat ts the same graph as the 
graph which is in Uxhibit "444" for Alberta? 

Well, it is not exactly the same, no, Sir. 

It seems to be the same kind of items? 

fn alberta it is the alberta Government and this is the 
Saskatchewan Government. 

Mae HARV iG: it deals with the sane things. 

MRe FRAWLEY: It would appear to be identical 
information. This is Saskatchewan's picture .nd that was 
albertats. I just wanted to know if it was the same kind 
Obese ra pn’. 

well, the headings are there. 


footw yes, and that controls it. 


MR. HaRVIE: It is the same information, ] 
think. 
MR. FRAWLEY: This is the one that we asked 


you to supplement by putting in the words "Provincial" 

or "British american"? 

Yes, we did. Now, what we have had in view was that in 
this Province under comparable conditions as they appear 
there, that we have had say rather in the Province of 
Saskatchewan that our cost of ~perations would be identical 
or the result of our operetions rather would be identical 
to that shown on the Sask&tchewan map. These items 

I mentioned start off on that chart at 1090 and you will 
note we show there the gallonage or consumption of taxable 


products in the black line for 1929. You will notice in 
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1930 it reached its peak at about 132% and it then 
toboganned down to in 1932, it kept going right down 

till in 1932 it reached ebout 56%. our sales, and I 
Suppose likewise those of other companies in the industry, 
went proportionately down with the consumption decrease 

as shown. «As a matter of fact, in 1929 our sales showed 
20,260,000 gallons. 

MR. H.RVIT: That is shown on the graph, 
these figures. 

And we had a cost there of 5.47 cents per gallon. in 1930 
our sales were 20,873,000 and we hed a cost of 6.6 cents 
pert zation. 

MR. COMMISS IONER LIPSETT: 6. how much? 

6.6 cents per gallon. Then with the decline of sales in 
1931 our cost was 7.12 cents per gallon and in 1932 they 
were up to 10.31 cents per gallon. Yor will note then 
they started to decline and in 1985 we had them down to 
Bvovecelts per gallon; »in 1934 they came down to 7ec9 
Semuse, admin L9o5 they were, down, to ba/l cemiseper, calion 
Or just about back to where they were in 1929. . Afterwards 
they “rose slightly to 6.05 cents in 1966 and 6.27 cents in 
1937. Now, likewise the sales declined from a peak of 
eOne1o, O00 4in81930 down to 13,864,000 in 195139 11,<686),000 
#1932 and down: to 9,573,000 gallons in 1983, and then 
they gradually rose to 11,121,000 .n 1934; 12,263,000 

in 1935; 13,201,000 in 1936 and back down to 12,166,000 
in 1937, which goes to indicate, I think very graphically, 
that in the first place a company operating such as ours, 
we cannot cut our costs overnight. In other words, in 


the Province of alberta or any other Province we have to 
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DuULIC an orsanigation. We have to provide the facilities 
necessary and the organization must be efficient in order 
to operate our business in an efficient and economical 
manner. “hen we get adverse conditions that are liable to 
strike this Province, as they are any Other, due to the 
main industry being agriculture, in every case our cost 

per gallon must increase, when our basiness decreases 
because there are definite costs that we Cannot eliminate. 
We still have to pay our taxation; we still have to maintain 
our investments, our plants, our repairs and maintenance 

of equipment, and we cannot cut our personnel, as I say , 
Overnight. Therefore, it has been usual for us to 
continue on in the hope that the next year will be better. 
and this is exactly what we did here in Saskatchewan, 

Which cen be well illustrated. I+ is quite true that 

after a certain number of years or after two or three 

years our patience and optimism becomes exhausted and then 
we might cut further than we did at the start. But in 
cutting dowm any organization of our size it must be 
gradual. It cannot be immediate because, as Tsay) is 
takes time to build efficiency into an organization, and 

Tey OWE bt Orr overnight you tve to come back and do 

it again later when conditions improve. That same 
Sasktachewan picture’is broken down for you on the second 
graph. I won't go into the figures but it shows particularly 
the southern half of Saskatchewan, which we knew then as 
the Regina Division. And as you can see when compared with 
the Saskatoon Division, it was hit worse than the northern 
part of the Province. The saskatoon Division is show 
there as the northern part of the Province. In Manitoba, 


which is also illustrated on that raph, and the figures 
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and the sales, that is the eost ber gallon and the sales 
are illustrated there in the same manner as they are in 
Saskatchewan, which I read. You can tell at a glance how 
much more stability there is in the Province of Manitoba 
compared with Saskatchewan. In other words, it is 
diversified farming and their sources of revenue come 
from many branches of the farming industry instead of in 
Saskatchewan mainly all grain. Whilst slberta is also 
better off from a mixed farming standpoint than 
Saskatchewan, it is not as good as Manitoba. In other 
words, & great area of Alberta is wide open, wheat growing 
country similar to that of Saskatchewan, and we feel that 
the relationship which alberta bears to Saskatchewan is 
more comparable than that of Manitoba, as far as agriculture 
is concerned. Now, we will go back to pace 4.) el sam 
putting these graphs in as Exhibits. 
MR. HARVIE: they are already 
an Exhibit. 

Although the year 1938, for which we are about 
to present our marketing costs, was the largest in volume 
in the history of the Company, therefore the unit marketing 
costs show a reduction per gallon over the previous year. 
It demonstrates that the Company has operated upon a4 very 
economic scale. During the year reductions in the price 
structure have been made in line with the economic factors 
surrounding free competition and the Company has maintained 
its usual high standard of service in the interest of more 
efficient operation and performince of its customers’ 
equipment. 

A new Refinery has been constructed to maintain 


the high standard of the product we marketed, in line with 
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the general polL20y of the Company. This improved product 
will continue our service in making available, better 
and moré economic fuel for our customers" equipment. 

#S mentioned, taxation, anda particularly indirect 
taxation has increased - we refer in particular to the 
gasolene tax paid by the consumer which is now ranging 
from 6% - 7% - 8¢ and 10¢ per gallon in various Provinces 
in Canada. This gasolene tax increase has kept abreast 
with gasolene price decreases and in some cases has more 
than offset the reductions made in prices across Canada, 
thereby increasing the price to the consumer. «As an 
illustration of this - in the Maritimes on March 15, 1938, 
under price control regulations, the Industry was forced 
to reduce its price two cents per gallon and immediately 
cO-inciding with this, the gas tax was increased from 8¢ 
to 10¢ per gallon, which tax would be greater than the 
cost per gallon of imported gasolene at the Canadian 
terminals - Halifax or St. John. 

The imposition of taxation which offsets the 
reductions due to economics in the industry to a large 
extent nullifies the effect on inereased consumption by 
reduced prices, unless compensating benefits are received 
by motorists in improved highways and other facilities. 

Ve believe that sound business encourages 
consumption by lower prices and naturally volume means 
lower costs. We feel that free competition ultimately 
eliminates unprofitable operatiom when protected by fair 
practice. 

AS an illustration of the preceding tw paragraphs 
we attach two Graphs. Graph No. 1 shows the trend in 


Service Station price of gasolene in twelve representative 
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A. H. Miller. Ror acs 

Canadian cities with and without the inelusion of the 
Provincial gasolene tax and the trend in the gasolene tax 
imposed by the Provinces. | 

Graph No. 2 illustrates the tank truck price 
of gasolene in Calgary over the period 1925 to 1939 
with and without the Provineial tax and the trend in the 
alberta Provincial Gasolene Tax over the same period. 

I think I have already submitted these graphs 
when the matter came up before but they are there again. 
MR. FRAWLEY: You can mark them, I think, Mr. 
Chairman. They are Exhibits "454" and "453" in the order 
here. "454" ig Graph No. 1 in this Exhibit and "453" 
feeotaon. WO. 2. 

NOW, craph No. 2, Exhibit "453", it speaks for Ltse lt ; 

Of course, Mr. Miller, but Starting with 1936 the tank 
truck price has come down rather markedly in alberta, 

has it not? 

peters richt. 

It has come down just about how many cents according to 
the graph. It has come down from 23 to Loe has it-not® 
6% cents it has come down, and during the same period 

the gasolene tax has gone up 1 cent? 

iiet is risht. 

MR. HARVIE: Sinee 1925 the tex has gone up---- 
1 cent. The next item in that Volume 3 in connection 
with marketing costs is what you requested, Mr. Frawley, 
and is a schedule of Filling Stations Investment as at 
61st December, 1938. Do you wish me to read that or is 


that the information as you requested? 


MR. FRAWLEY: This was not done for us, was it? 
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A. H. Miller. 
I gave you the service station gallonage for alberta 
covering the City of Ldmonton and Calgary and those 
three service statioms we have outside in the Province 
in Volume No. 2, and you wanted a schedule of Filling 
Stations Investment, and you said you wished the investment 
broken down ta the Investment in Equipment, Bull dings; 
Miscellaneous Equipment, ete. 
Mr. Cottle says we need one, so perhaps I did. 
TH! CHAIRMAN: ve have it anyway. If anyone 
has no special questions to ask about it we will take it 
as read. 
Thank you. The next item then is British American Oil 
Company Limited, Schedule of General and «dministrative 
Expenses applicable To The Marketing Devartment, Province 


of Alberta, Year, 1938. 


Advertising § 24,932.19 
General Ungineering Expense, Toronto 4,645.16 
Traffic Department, Toronto Expense 4,656.20 
Purchasing Department, Toronto, “Ixpense 2,406. 34 
Legal kxpense Ly 2H oeaS 
mbxecutive, Sales and Accounting Departments, 

Toronto 97,005.93 
Bank and Debenture Interest 18, L870 


® 59,586.93 


Dominion and Provincial Income Tax 89 ,659..8b 
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Total 8149 ,246.78 
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Bais lier. 
Just one question on that. Will you lst us have, either 
now or later, the basis of the apportionment between all 
your marketing divisions ad Provinces? 
Velveocne BrOpOrGLOn, that is ‘the proportion of the total 
allocated to Alberta on sales value. 
On sales value? 
MGs, oir. In other words, thet is alberta's proportion 
according to the sales value of our costs of these various 
items in Canada. 
"ell, Mr. Cottle suggests it might be useful in view of 
the fact other companies use other bases if you can tell 
us what it would be, would you be able to tell us what 
it would be if it was on a gallonage basis? 
It was on a sales value basis. 
This is on a sales value basis, but other companies use 
other methods and for the purpose of correlating them, 
can you tell us what it would be on a gallonage basis? 
Nexcan work it Out Tor you but I could not give it to you 
from memory. 
Thanks. 
Our head offlice charges are based on the sales value for 
Canada and that is the total allocated to alberta on the 
sales value basis. 
MR. HAPVIE: I think,maybe, Mr. Chairman, 
Hover reoottieutinas that it is reslly [Ob any eresuiuse 
to him to have it worked out the other way and ‘.e requests 
it, we will be glad to supply it. But so far any evidence 
that has been acquired is on this same basis. Now, that 
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of course. Mr. Cottle tells me that is the way he 
requires it, and if they will please give it to ug - 
I won't say if they don't want to but I have asked them. 
MR. HaRVIE: “Ve will be glad if it is 
to be of any service. But if the other companies have 
done it on the same basis as this I WOUGE Det Wl 
necessary. But if Mr. Cottle says it is we Will dori1t. 
MR. FRAWIERY : He says it is, Mr. Harvie. 
MR. HARVIE: That is all I am asking. 
The next page is a breakdown of that advertising amount 
for the Province of alberta, “904,932.19. Radio, 
Newspapers, Road Maps, “rinted Matter, Key Charms, 
Horleators | Crests, ete., Charts. & oil Stands, signs, 
Lighting, Maintenance, etc., and Miscellaneous. 
MR. FRALEY: Is that also an allocated amount 
or an exact ‘amount? 
That is all allocated too. 
On the same basis? 
Be ero ts 
That Radio of $18,000.00, that is an allocated amount 
you have just told me, of course. But I do not know and 
I am curious to know if that was money spent in this 
Province or an allocation of a portion of moneys spent in 
some other Province? 
That would be the proportion spent,or th wroportion 
rather ,allocated to Alberta of the total spent, -scording 
to our business in alberta on a sales value. 
MR. COMMISSIONER LIPSETT: Has there been some radio 
advertising done in alberta? 


Yes, Sir, throughout Canada. 
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A. H. Miller. 


It would not simply get into this unless there was some 


spent in Alberta? 


No, that is quite right, Sir. The advertising programme 


that we have is a National programme for Canada. In other 


words, the same advertising that we do in Alberta, by 


radio at least, is the same advertising that we do in 


Ontario or the Maritimes. Pare Now baie 


British american 


Oil Company, Limi ted, Marketing Costs, Province of Alberta, 


Tearwalvocs 


Management and General Expense 
Provincial Offices Expenses 
Sales ixpense 


Branch and Agency =xpense, including 
Commissions paid to Agents 


Maintenance of Dealers’ pump equipment 

Filling Station Expense 

Depreciation on General Marketing Plant, 
Branches and agencies Bbervice 
Stations, Truck Tanks, Tank Cars, Drums 
and Barrels and Miscellaneous Equipment 


Less Sundry Credits 


Total Marketing Dxpenses 


$ 53,600.67 
94,492.50 
53,618.46 


341,920.15 
13,387.67 
14,483.06 


68,885.78 
(R) 29,579.92 


610,808.37 


That igs direct marketing, saiberta expense. 


(R) indicates figures in red. 
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Miller 


The next is the Schedule 


of Marketing Expenses in the Province of Alberta for 


the year ending 31st December, 1938. 
General Expense: 

Exchange 

Legal Expense 

Divisional Managers Salaries 

Divisional Managers Expenses 

Western Seales Office Expense 

Bad Debts 

Corporation Tax 

Moving Expenses 

Drum Expense 

Me eG bOUG OL) les 6,0 vate sie # siete : 
MiJOR LIPSETT: 


Management and 


> 3,858.98 
666-58 
21,165.45 
11,629.46 
3,191.97 
1,789.40 
3,750.00 
626.86 
6,921.97 


- 00 $53,600.67 


Docs that represent the 


entire bad debts for the year, Mr. Miller, that figure 


there? 


Yese 


What they actually had to write off as bad? 


“That is ite 


Then the "drum ex»ense", what would that mean, 


is that depreciation or is that actual cost? 


That is repairs and maintenance of drums, sir. 


I see- 
Divisional Office Expense? 
General Sales Expense 
Postage 
Salaries 
Rent 


Mercantile Reports 


934.31 
4,270.90 
51,005.73 
2044556 
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&. H.- Miller 


Machine Upkeep 611.489 
Stationery 5,067.91 
Taxes 5,408.04 
Sundry Oe inene 
auto Expense | 4,092.57 
Office Expense (Heat, Light, Phone,. 

Telegrams ete.) 10,044.41 
insurance 662 013 
Travelling Expense 4,646.58 


Making a total there of Divisional Office Expense of 
$94,492.50. 


Sales Expense: 


Salaries 21,689 624 
Travelling Expense 9,356.08 
Auto Expense 12,347.93 
Sundry 74.432 
Advertising 25698 
Moving Expenses 280.08 
Asphalt Expense Bgh7T TAT 
Sales Promotion 6,374.03 
Service Patrol Inspection 1,062.33 


Making a total of ooecascwevs vebN $s OOo, OLEsae 
With a grand total of .e.sssserttsSeOlallisce 


On the next Page is a 
Schedule of Merketing Costs in the Provinces of Jjlborta 
continued; Branch Expense continued. 


Branch Expense; 


Warehouses Wages 127559917 
Warehouse Expense 2,864.63 
Plant repairs 4,887.86 
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&e He Miller 


Rent 3,345.03 
Taxes 16,799.68 
Heat, Light & Power 1,416.91 
Delivery Expense 19,094.01 
Q MiJOR LIPSETT: Is that "delivery expense", 


Mre Miller, is that the cent and a quarter which you 
allow to deliver to farmexs? 

A No, sir, that cent and a quarter is in that item of 
$341,920.15. 

Q That is the item that you are giving the breakdown 
Ory 

A No, sir, that is the agency commission part of the 
$610,000.00 there, sir, on Page Noe Be 

Q Well, you are giving now the breakdown of the Branch 
4gency Expense $341,920.15? 

Ba The branch expense of that comes in, that is not out 
of the cent and a quarter, sir, that is our own dslivery 
expenses, Calgary and Edmonton branch. 

Q I see, that is quite distinct from the cent and a 
quarter? 


A That is right, sir. 


Legal Expense Lae toca 
Insurance 4,980.60 
Agency Shorteges 142.02 (in red) 
Telephones 1.80 
Returned Drum Freight 4,292.65 
Truck Revenue 1,075.65. (in red) 


That is a credit. 
Commissions 264,056.41 
Shipping Costs EDO O oat 
Making a total Of sreeceencoceos epo4l,920c15 
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ag 


MR. COTTLE: Mr. Miller, what is the last 
item, "shipping costs"? 
A Shipping costs? 
Q Yeso 
dé It would be the cost of shipping out of Edmonton and 
Calgary Branch. 
That is a handling expense, is it? 
Yes 
COMMISSIONER LIPSET?T: In that ~264,056e41L, that 
cent and a quarter for delivery is ineludea? — | a 
& That is right, sir. 


Contract Pump Maintenance: 


Painting HeOOVe te 
Globes 2,051.62 
Repairs equipment 3,272207 
Signs 425.299 
Depreciation O,O0Lis 8 
Sundry 205208 


SOW IN a COtG1Y Of s+ 0.002 eo PlLOpooveoy 
Filling Station Expense: 

Expense 37,714.97 

Less: Revenue 23,251.91 

Bow inseae total. of cc sic. «<0 sso p14, 405606 
Depreciation: 


General Plant at Branches & 


sgencies 41.605.91 
Service Stations 14,712.37 
Truek Tanks 1,452.43 


Tank Cars, that is the propor- 
tion to alberta 3457202 


Drums & Barrols 7,678.05 


Making @ total of.....0.ececeseg 68,885.78 
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Or a total of 640,388.29, less credits, interest 
revenue, Mortgage interest, Gas Tax Commission and 
Miscellaneous Revenue, $29,579.92, making a grand 
total of $610.808.37, 

Q MR. HARVIB: Would that be an approp- 
riate place just to give that information about the 
Gas Tax? 

a This is in connection with the request this morning. 
The agentS of the Minister --~ 
MR. HARVIE: It might be marked as an 
Exhibit, Mr. Chairman. 

(SUBMISSLGN PRODUCED BY THE 
“ITNESS HERE MARKED iS 
EXHIBIT "470", ) 
WITNESS: The igents of the Minister, 
or in other words, Oil Companies appointed by the 
Government to collect Fuel Oil Tax are reimbursed on 
the basis of 2% of the value of the tax collected, 
which on the basis of 7¢ per gallon works out at 
® »00175 or .175¢ per gallon and which expressed in 
our marketing costs would be $ -00093 or .093¢ per 


gallon. 


Provision is also made for 
refund to the Oil Company of Gasolene Tax ineluded in 
amounts written off to bad debts. ifter the account 
has been two years without any dobit or credit entries 
having been made the procedure followed is to ascertain 
what proportion of fuel oil is ineluded in the amount 
written off, the refund being based on the numbor of 


gallons so ineluded, less the commission [ruviously paid. 
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The amount roceived from 
the 4lberta Government during the year 1938 yee af 
commission on Gasolene Tax ecollected‘is approximately 
ans 0000. 

MR. HAiRVIE: That would aceount for the 

large portion of this 429,000.00 which you voter see 

Of a credit which we show there, . 

M2JOR LIPSETT: I suppose, Mr. Miller, there 

is no doubt that it could not by any other method be 

collected as economically as the system in foree? 

Jam erratd” not, sir. Any other EI think would cost 

considerably more. 

MR. FRIWLEY: But you do not have to 

stand any part of the bad debts which is represented 

by taxes, it is clear from this? 

We show it right there. 

MR. HiRVIEs We ‘Carry it Torte couple of 

years though. 

WITNESS: The next page under these 

Marketing Costs for the year 1938, we will give you some 

further information. The first item in the total 

PMitkeving expenss is total expense =—=== 

THE CHAIRMAN: Is that right, I just want 

to understand that, | 
"Provision is also made for refund to the Oil 
"Company of Gasolene Tax included in amounts 
“written off to bad debts." 

And does .ilberta give you back anything with respect 

to bad debts, and Manitoba? 


Oh, yes. 
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MR. HARVIE;: Just with respect to the 
taxes? 

That is with respect to the taxes. 

THE CHAIRMAN: That is what I meant, you 
do get that back? 

Yese 

MR. HiRVIE: ofter the account has been 
closed, I take it, for a couple of years, which might 
mean carrying it for a long period of time, 

MiJOR LIPSET?: Does that mean that you 
have to be out the money for two years before you can 
get it back? 

MR. HLRVIE: It is longer than that. 
wilTNESS: They do not get it back 
until it is definitely confirmed that the account is 
out of business and there is no chance of collecting 
intee 

MSJOR LIPSETT: After two years, or could 
you get it earlier than the two years? 

Sometimes it does not come in ---- 

MR. HARVIE: Bach individual bad debt 
account, I am informed by Mr. Bronsdon, is dealt with 
but we carry it for two years after there has been 

no item of debit or credit in the account. If we 
carried it for two years and nothing has been paid on 
it, then it is edjusted with the Government but so long 
as some payment is being ta de it is carried and keeps 
on being carried indefinitoly. 

MiJOR LIPSETT: But supposing it was 


considered bad at the end of three months, would you 
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not get your money back then? 
MRe HiRVIE: 
of two years. 


MR. FRSWLEY: 


No, not until after the end 


You have no way of agreeing 


with the tax department that it is baa and always will 


be bad, and get your refund then? 
MR. HARVIE: 


two years. 


WITNESS; The next is a 


breakdewn of 


the total marketing expenses expressed in eost peor 


&Sailon, 
Delivery Expense 20,546.44 
Barrels and Drums 14,600.02 


Salaried Bulk Stations 590.5035.07 


Commission Stations, that 


is Commission agents 557,967.82 
Management 35,986.88 
Salesmen 47,614.81 
Service Stations 22569102838 


Office Staff & Expense 66,256.93 
Other Expense 74,268.60 
With a total Ofs...00+0$670,395030 


Cost 
Cost 


Cost 


Cost 
Cost 
Cos t 
Cost 
Cost 
Co st 


013 
«LO 
«32 


2013 
020 
00 
014 
042 
046 


With a Cost ofe.»..+4s8d 


MR. COTTLE: 


Mr. Miller, why is the 


per 
Per 


por 


per 
per 
por 
per 
per 


per 


per 


No, it is just an arbitrary 


gallon 
gallon 


gallon 


gallon 
gallon 
gallon 
gallon 
gallon 
gallon 


gallon 


$670,395>30 different from the previous page, is the ana 


Supposed to be an aralysis of the other? 


Well. your total there is §3610,808.37 and you have your 


overhead, Head Office, and departments shown there, 


administration $59,586.93, as we show it on the first 


Page, which makes the totel of 4670.395.30, 
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The next page is cost 
per gallon on basis of gallons serviced by each specific 
feature or on total geallonasze handled where specific 


features not applicable. 


Delivery Expense rst) = 
Berrels & Druus 0 O9 
Salarted Bulk Stations Boao x 


Those points I may say are Calgary and Edmonton. 


Commission Stations 2r49 x > 
Management oad 

salesmen +30 

service Stations 1-66 x 

Office Staff & Expense n4a 

Other Expense 646 


In other words those items 
marked "x" are on actual deliveries and the balance is 
on the total gallons sold. | 

Q MiJOR LIPSETT: Mr. Miller. have you sSofe- 
where in the record the correspondinz figures for the 


earlier years, to that 4.23 cents? 


Lh Yes, I am going to give you them all here for the ton 
yearse 
Q I see them in this greph for Manitoba but they are not 


in the slberta graph. 

A Yes, I am going to give you ten years there and averages 
for five and averages for li, which I think is a 
better picture. 


Q Yes? 
The ne,t sheet covers the 
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breakdcwn of the marketing costs for the year 1938; 
Salaries and wages, delivory expense, 46,873.84; 
Salaried bulk stations pl9,049.29; management 
$24,357.42: salesmen 721,689.24; office staff and 
expense »Ol,005.73, making a total of plee,975526 

The next item, sommissions, 
commission stations, ~464.056.41, giving a total of 
the same amount. 

Donations 5962.70. 

Bxchange 53,858.98. 

Fuel, water Power and Light, 
Salaried bulk stations, $3,254.48; office staff and 
oxpense $918.78, making a total of 945,173.26. 

Legal expense a total of 
95,693.43. 

Moving Expense, that is 
employecs moving, $280.08. 

Paint and repairs, delivery 
expense »3,245-93; barrels and drums y9,921.97: salaried 
bulk stations 1613.57; commission statious $3,274.29; 
service stations 414,641.81; other expense 46,063.79, 
Meine eutotal of 335,761.41. 

Postage and Excise, saleried 
bulk stations »42.70; commission station $4,185.50; office 
Staff and expense ,42.70, a total of $4,270.90. 

Preduects used in operation, 
delivery expense ,3,055.04; commission stations (3,345.03, 
service stations 410,618.80; office staff and expense 


#2,044.56, making a total of ,16, 008.39. 
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perse 5,067.91, 

Rent paid, commission 
Stations »3,345.03, service stations, »lO, 618.80; 
office staff and expense wo, 044.56, making a total 
Ory )6, 008259. 

Sundry---- 
THE CHAIRMiN: Do you think it is neces- 
sary to read all this, Mr. Harvie. 
MRe Hi RVIE: “@1ll I think possibly not,, 
unless there are some items that lr. Miller just wants 


to refer to. 


THE CHAIRMAN: To draw particular atten- 


TLON CO. 


| 


VITNSS 3 There ere nonennereya sic. 
unless somebody would like to have them. I have given 
them a heading, this is roally a break-down in two ways, 
I might give you the total picture there and that is 
delivery expense was .55 cents por gallon, barrels and 
drums .09 cents per gallon; salaried bulk stations 2.23 
cents per gallon; commission stations 2.49 cents per 
gallon; management .23; salesmen .50: service stations 
1.66; office staff and expense :.42 and other oxpenses 


e046, which gives a grand total, that is the total market- 


ting cost rather of 4.24 for the year 1938 in the 


Provinee of’ Alberta. 


MR. HARVIE: For the purposes of possible 
Comparison with other statements, Mre Miller, I notice 


you include insurance as one expense here? 


J Ye So 


Can you give us the marketing cost as set out here less 


insurance and interest charges? 
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“hat are you referring to there. 

The statement you have Just read, it is sonething 
possibly you will have to work out and file but I 
think it might be interesting to know that and it 
should be on the file for comparison purposes? 

You mean ‘with that out? 

Y6So 

Well. if we take out our insuranee and debentura 
interest charges our total cost would be 4.12 cents 
per gallon as aguinst 4.23 cents per gallon. 

MR. HiRVIE: Might we have just five 
minutes, Mr. Chairman? 

THE CHAIRMAN: Yess 

( dn adjournment of 5 minutes was here taken. ) 

THE CHAIRMAN: Just so as to place it on 
the record, after discussing the matter with Counsel, 
we think that for the time being at any rate during 
this hot period, that this Commission will sit from 

9 until 1 o'clock instead of from 10.30 to 12.30 and 

2 o'clock to 4 as heretofore. all right, Mr. Miller. 
WITNESS: We now gome, sir, to the 
marketing costs in the Provineoe of .jlberta for the 
years 1928 to 1937 and I thought you would be interested 
in the details of those for that period and I think 
further that you might be interested --- 

THE CHAIRMAN: What Page is that, it is 
Exhibit "468" you are speaking about? 

Yes, and that page there, sir, (indicating), I thought 
in addition to this thst you might be interested in 
the ten-year marketing costs, the British smerican 


marketing eosts for the three western provinces which 
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we will be glad ta let you have elso afterwards. 

MAJOR LIPSET?: These which we have are 

just Alberta? 

That is Alberta, These cests to start off in the year 
1928, the first column, is the total consumption of 
taxeble products in the province for 1928 were 
40,898,000 EA ona: the amount refunded was 11,000,000 
gallons; car registrations at that time, in 1928, were 
88,398 cars. | 

MSJOR LIPSET?: What do yeu mean by 
"gallonage refunded", Mr. Miller? 

That is the refund ns the consumer of taxable products 
used for agricultural purposes. 

Is that 11,000,000? 

That. 16 right, .sirs 

MR. HSRVIEB: Phat is an arbitrary figure 
for the year 1928? 

Yes, I say so there under the item of "ce" "an arbitrary 
figure of 11,000,000 was chosen as basis since there were 
no refunds in 1928." 

and then under "5" "refunde 
commence June lst, 1929, henoe this figure is for 7/:) ths 
of one year." 

The total amount of market. g 
expense for the year 1928 was $431,938.21; the same 
marketing expense exclusive of bad debts and drum wr. «e- 
offs was ($401,593.11 and the sales of all products, tauk 
wagon, that is British American sales, were 8,060,808 


gallons; our costs in cents per gallon for doing business 
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that year, 1928, were 5.36 cents per gallon. Therefore, 
we take the year 1928 on the basis of 100% all the way 
through and we come to 1929 when the sales went up to 
123% or a 23% inerease. That is, the total consumption 
was 50,208,000; bhe gallonage refunded was 6,597,000, 
Which was 60%; car registrations went up to 112%, 
being 98,7203 the marketing expenses for 1929 were 
586,578.70, which was a 36% increase and excluding bad 
debts and drum write-offs was $551,688.45, or an increase 
of 37%; our sales were 10,166,520 gallons, being an 
increase of 26% and our ensts per gallon increased 8% 
to 5.77 cents per gallon. 
MAJOR LIPSETT: Now with that figure, 
the gallonage of 6,597,000, would that have to be 
increased by 5/12ths to make the complete year, I 
see the note is only for 7/l2ths of the year? 
7/l2ths of the year because the refund commenced on 
June 1sé, 1929. 
Tc got a comparablo picture for the previous year, would 
that not have to be increased by 5/l2ths? 
You mean 1928, sir. 
Yes, to get a comparable figure with 1928, in other words 


if you take 1928 as 100%, 1929 would be 60 plus 5/12ths 
would it not? 

Of course, 1928 there is an arbitrary figure. 

Yes, but 1929 only represents 7 months? 

Yes, that is right. 7/l2ths. It might be reasonable 


to make that adjustment. 
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§ I do not suppose it will matter but it would keep the 
picture more accurate? 

ds Yese Bnenein 2950) the consumptiun went up again 

another 3%, 51,676,000 gallons; the refund that year 

was 12,525,000, which was an increase up to 114%; 

Car registrations reached its peak 41 1950 being 

101,119, registration, which was 114%; our total 

cost that year was 638,145.77 and that gave us 

a percentage increase there of 10%, up to 146%; 

excluding bad debts and drum write-offs was 9066,1536«l1 

making a percentage 141%; the sales were 10,201,950 

gallons which was an increase of 1% and our total cost 


per gallon was 6.20 bringing it up to 116%. 


( Go to Page 11,128 ) 
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Q MRs HARVIT: © Just on 1930, it woulda appear 
where you reached the peak of your bad debts and drum write- 
offs, there is a 10% difference there which is possibly part 
of the explanation for the nigh cost of marketing? 

A Quite right. 
And in that item of 6.20¢ there would be a considerable 
write-off far bad debts? 

b Yes. 
THE CHAIRMAN: Just say that again, please, 
Mr. Harvie? 
MR. HARVIE: In 1930 under the total 
amount of marketing expense, you will nute that it increased 
over 1929 10%, from 136 to 146%. You will also note that 
exclusive of bad debts and drum write-offs, there was only 
a 4% increase, that is, from 137% to 141%, which I think 
indicates that there is a very heavy loss on Accounts 
Receivable? 
THE CHAIRMAN: Yes. 
MR. HARVIS: Which brines the cost of 
marketing for thet particular year high in view of it being 
the peak year in volume. 
THE CHATRiIAN : You are profiding us with a 
statement anyway in connection with that, or does the 
Witness who is to follow? 

A Do you want that for ten years? 


You are just giving it for one year. ‘sell, just whatever 


you think wise. I want to get the picture as well as we 


can, and I look upon it quite seriously myself. You say 


about 1929, as I am.seeing it at the moment, you start 


doing some banking? 
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MR. HARVIE: | Yes, that is the year, 
T just learned that our statement is being prepered on 
the five-year besis, but ve will give some consideration 
to the ten-year basis. 
THE CHATRMAN : I think it gives us a better 
picture, 
A Mr. Bronsden had figured on the five years, but we will 
see what we can do with the ten-year basis. 
MR. COMMISSIONER LIPSETT: Your point here, Mr, Harvie, 
is there was an increase of 10%, from 136% to 146%, and of 
that 6% is due to writing off bad debts. 
MR. HARVIE: That is the inferences 
Peon thet is 4a feir interence. 
A It is bad debts and Accounts Receivable and drum write-offs, 
These ten-year plenres give you a very clear conception 
of the fluctuetion in those years, and I think they are Very 
important to you. 
Q There is a peculiar thing about those three years, your 
gallonage goes un each year? 
A Our gallonage went un each year. It went up 26% in 1929 
over 1928. It went uo 1% in 1930 over 1929. 
MR. HARVIE: 23% in 1929 over 1°28? 
MR. COMMISSIONER LIPSETT: Notwithstanding that inerease 
in volume, your cost in sents yer gallon went up? 
A That is due, Sir, to accounts Receivable. In other words, 
it was a bad year, and I imagine that is made up by the 
bad debts and drum write-offs during that period. In other 
words,we increase our gallonage and our cost of doing 


business was increesed due to bad debts and other losses 


we sustained due to adverse conditions that year. 
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You took Digger losses? 

Thet is right, Sir, Then again in 1931 the total 
consumption went down. It went down 20%, 43,478,000 
gallons. Gallonage refunded also went down from 114% 

to 92%, being 10,071,000 gallons. Car registration went 
down from 114% to 107%, being 94,727 cars registered 
in that year. 

MR. COMMISSIONSR LIPSETT: Just on those figures, 

why would the gallonage refunded in that year, when your 
total was 43,000,000, why would that be less than the 
gallonage refunded in 1928 when the gallonage was only 

40 odd million? 

Because there was a 20% decrease in the general consump- 
tion in the province, and as the farm business then was 
about 60 to 65% of the total consumed, and there was less 
used by the farmers and less refund claimed by the farmers. 
You do not think there might be an error in that estimate 
Cite yVOO.000 in 19287 

No, Sir. These figures that are given you except for 1928 
and 1929 are actual. 

Ves,,but the 117,000,000 in 1928, the gallonage refunded, 
I gather that is an estimate? 

That is an arbitrary figure there. 

IT was just wondering if that is correct in view of the 
experience in 1931, 1932 and 1933, when the gallonage 


was about the same? 


In 1931, 1932, 1933, 1934 and 19355, and right through 


to 1937, they are actual refunds. 


Yes, I am quite satisfied with the accuracy of all the 


figures excepting the first figure in 1928 which is put 
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at 11,000,000, and which is an estimate or an arbitrary 
figure. Do you think that figure is currect in view of 
the experience of all these other years? For instance, 
im IWwslijt aby eoes up 3,000,000, but the galloneage refunded 
goes down 1,000,000 in the actual result? 

A Thave refund, Sir, to tuevrarners, will fluctuate secv end 
every yeer according to your cron conditions. Now, for 
ayecence, thet year, the 43,000,000 gallons in.1931 as 
againsé 41,000,000 gallons in 1932, there might have been 
more consumption for other uses other than agriculture. 

al You do not. know exactly how the 11,000,000 gallonage refunded 
Ima oUeetwas arrived at, do you? 

A I will make a note of that, Mr. Commissioner, and try and 
give you an answer to thet when ~ go into the Western figures. 
Tfiity would suit the purpose better, we could take the 
arbitrery figure out for 1928 and use the figure when the 
refund started in 1929. The figures on from 1928 are 
accurate, those are the figures according to the records 
and the only thing that it will change, pegesah ese Engi 


11,000,000 will change, if it is out is the percentage 
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Q I suppose really the important thine is the last column, 


cents per gallon. I sun ose thet is not really affected, 


Mr. Miller? 


A well, this really gives you 4 very clear conception of 


the veriance we have mentioned this week, due to weather, 


crops and many things. In other words, it gives you that 


fluctuation over ten years of the total consumption, how 


it has gone up and down, 4nd it indicates the write-vifs 


we have had to make during the veriods that have been adverse, 
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It shows how the: car registration trend has gone. 
In other words, when things got bad in 1930, the car 
registrations dronped right off the following year 7%. 
Imvocdi tion wo ;they, 1 fives you our cost per gallon 
which fluctuates with it. 

Q Insofar as this gallonage refunded is concerned, we have 
THeractvas Tieures ior every year except one? 

A Yes. | 
THE CHAIRMAN: Prior (VOL 2s Loe 
farmer, speaking generally - I suppose there would be the 
odd exception - but speaking generally did the farmer 
pay cash for his oil? 

4 I would sav yes before 1929 generally in the Vest, there 
was very little credit at all. The farmer either had 
the money, or if he had not got it, he was able to go to 
the bank and get it freely. Farmers used to be able to 
walk into the bank and ask for a courle of hundred dollars 
and they would get it by signing a note. And that was 
all that was necessary before 1929. I think you will find, 
Mr. Chairman, very seldom did the bankers before 1929, and 
I believe for several years before 1929, even ask a farmer 
for security unless the loan was 4 laree one. I speak now 
of the temporary requirements of two or three hundred 


dollars. And the man used to operate on that e¢lass of 


credit. 


) I thank you. “ell, we are delaying you with this sheet? 


A In 1932, that was the year of our highest costs, the consullp- 


tion went down again to 41,300,000 gallors . That was 


nractically back to within 1% of the 1928 gallonage. The 


refund was the lowest as far as consumption used by the 
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agricultural industry wes concerned, 9,171,000 gallicne, 
Car registrations were practically at their lowest, 
86,878, which was 98%. Our cost total, SOLO 7 Lh. 464 
which was 3% over 1931. After providing for bad debts 
and other losses, it was 515,955.60, being 128%. The 
gallonage that we secured was 7,077,570 callons, whion 
was 113%. Our total cost per gallon, at the peak, as I 
Said, 6.78¢ per gallon. 

MR. COMMISSION GR LIPSSTT: That figure means, as I 
understand it, leaving out your losses for drum write-offs 
and bad debts, would it reduce your marketing cost from 
PO LO. Laos, 

Prom 130,010 you say, Sir? What year is that? 

Poor olebOnlLeo An 19Se? 

POEL eL oer en. Olt. 

And that increase in your cost in cents rer gsllon was 
due to the increased bad debts? 

Bad debts, and other losses, yes, Sir. In 19335, uns 


pallonage was 40,524,000 gallons, which was 99%. Refund 


to fermers was 9,270,000 gallons or 85%. Car registrations 
went down 1%, 86,110 cars. ‘The totel cost Was S520,. 752040 
being 121%. EXelusive of bad debts and other write-offs, 

they were $497,599.08, or 124%. Our share of the business 
declined in line with the decrease in consumption. ‘e went 
down to 8,245,488 gallons, and our cost ver gallon was 6.35¢. 
No doubt there were two factors entered into that. One was 
there was less write-off and the other was no doubt that we 
had curtailed somewhat in our staff byethat) time, dieu st 

Tn 1934.the consumption started to improve. 


pay-roll. 


Tt went uv to 45,194,000. The gallonage refunded was also 
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greater, 11,050,000 gallons. Car registrations went 

up from 97% to 101% and our amount Of marketing expense 
was $521,714.45. Exclusive of bad debts and write-offs 
it was $475,744.65. Our gallonage increased over the 
previous year to 9,556,906 gallons, and our costs went 
down from 6.35 to 5.46, bringing it down to 102%. 

Q, MR. HARVIE: That is almost in direct 
proportion to your increase in fallonage? 

A TREE LEN tin. O55, the gallonage was increased up to 
47,443,000. Or rather, the consumption inoreased to 47,443,000 
gallons, which was 16% over normal. The fallonage refunded 
to farmers was 12,183,000. Gar registration sterted to 
increase. They went up 5%. Our costs remained exactly 
equal to that of 1934, being 121% both years, and with 
write-offs it was $494,627.58 or 123%. The gallonege 
increased, and our cost per gallon decreased. In other 
words, our gallonage increased practically 800,000 gallons, 
and our cost per gallon went down from 5.46 to 5.04, being 
94%. In 1936 we sold 54,388,000 gallons as the total 
consumption. The gallonage refunded to farmers was 14,370,000, 

which was 131%. The car registrations went up another 4%. 

Our costs went up another 8%, and exclusive of write-offs, 

it went up 7%. Seles tank wagon all products that year 

increased to 11,294,428 gallons, which was 140%, and our 

costs still declined to 4.94¢, being 92% of the total. 


In 1937 the consumption increased again to 65,736,000 gallons, 


being 161%. The refund was 19,474,00G being 177%. The car 


registrations went up another 4% to 100,434 cars. The total 


amount of marketing costs that year was 15086,244.48, or 


135%. After tacking care of write-offs, it. was 134%. Our 
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A. He Miller 


gallorage increased and went up to 13,219,013 gallons, 

and our cost per gallon went to 4.41¢, which was 82% 

of the total. Now, the ten-year total average there 

means that in the province there were 480,645,000 gallons 
consumed, and there were 937,093 cars registered, Qur 
total amount of marketing costs was #o,978,989.02. After 
allowing for bad debts and other write-offs, it was 
beo4085 5317.79. . Our~seales over thet period tn the provines 
were 1OOQO17 ,006 gallons. The average for the ten years 
therefore was 48,064,000 gallons consumption each year. 
The average car registration was 93,709. The average 
yearly marketing exnense was $557,898.90. After allowing 
for write-offs, it was $508,331:78. The average sales 

Wwe mace per year, from 192cb. 15 1957 of «all tuxeble :produots 
were 10,001,701 gallons, which gave us s ten-year average 
Of 5:58¢.per gallon. The Tirst five years which I think 
were the toughest because of the conditions mentioned of 
the crop and the weather, the first five-year average 
consumption was 45,512,000 gallons. The car registrations 
were 93,968. The total marketing expense was 
5574,224.99, and after write-offs, it was 511,400.72. 

The average sales of taxable products over that first five 
years, was 9,468,466 gallons, and our average cost per 
gallon for the five years was 6.06¢ per gallon. The average 


for the second five years, the total consumption averaged 


50,617,000 gallons a year. 


(Go to Page ) 
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Car registrations averaged 93,450. The amount of 
marketing expense averaged 541,572.81 and efter allowing 
for write-offs it was %505,262.84. Which you will note 
in comparing the first five years with the second five 
were very much less than they were in the first. The 
average sales were greater, being 10,554,936, and our 
average cost in cents per gallon for that second five 
years was 5.14 cents per gallon. On the last page there 
we show the total for the eleven years, which Ido not 
bain gave: you, did I’? 

MR. HARVIE: No. 

The total there for the 11 years in consumption for the 
Provinee was 554,570,000 gallons. Car registrations 
were 1,042,892. «Amount of marketing expense was 

06 249,384.62 With write-offs it was $5,723,323.80. 
Sales All Products were 115,868,084 gallons. The 
average for that 1l years shows 50,397,000 gallons 
consumption. Car registrations, 94,808 cars. amount 
of marketing expense was $568,125.35. After write-offs 
it was $520,300.16. Sales All Products, 10,533,462 
Belions, with a cost of 5.39 cents. As I said, the first 
five years there it was 6.07 cents, and the second, 

for the second six years our marketing cost was 4.90 
cents. 

MR. HARVIE: 4t the top of that page your 
1938 figure is on the same basis as the 1928 to 1937? 
Quite rights 

MR. COMMISSIONER LIPSETT: I notice the gallonage refunded 
is not in there for 1938 on the top of the page. Is that 


not available yet? 


It might be now, Sir. I will have it put in in the morning 
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A. H. Miller. 


or LS. 

Ido not know, Mr. Miller, or Mr. 4arvie, if the oar 
registrations for 1939 are available yet. 

MR. HARVIE: LOO? 

MR. COMMISSI CNER LIPSE?: Yes. The 1938 ear registration 
would appear there as 205,799). 

MR. HARVIE: Do you know, ifr. Frawley, 
whether they would be available up to the present? 

IR. FRAWLEY: On wy ee. 

They will possibly increase between now and the end of 
the year. 

MR. HARVIE: It would not be a comparable 
figure because there will be a lot of registrations 
throughout the balance of the year. 

MR. COMMISSIONER LIPSETT: It might be interesting to know 
whether car registrations were still increasing? 

I think they would be, Sir. 

One would hope so, Mr. Miller? 

Well, that is what we do. ‘“e live in hopes. 

THE CHAIRMAN: Taking your operating cost 
over quite a number of years, you say in the 10-year 
period you find your cost is 5.58 cents per gallon? 

Veo wit’. 

And as I am appreciating the effect of your evidence, 
taking it as a whole and trying to put it in a few 
sentences, you say that that is the essential cost; that 
you are marketing as cheaply as you can and you are 
refining in an economical and efficient fashion. 

MR. HARVIE: This is purely marketing, 
these costs, and not refining. The refining figure will 


come later. 
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THE CHalIRMAN: Yes, but I take it there ig 
no doubt that some one for your company will say that 
you are refining efficiently? 

YES, soir galie. sBronusdon. 

4nd economically, and as near as I acan see from 

what you have said, you do not hope, except for reducing 
Salaries and reducing staff and reducing taxation, tn 
bring about a reduction in the cost of gasoline? 


That is right, Sir. Taking the present price of raw 


materials and the present taxation and the present cost of 


operating and the present rate of commissions, and having 
regard to other existing regulations governing labor and 
hours that labor can work and having regard to every 
increase in the standard of living, which also calls for 
further increased pay-rolls, I certrinly cannot see how 

a reduction can be made. 

And except for a possible reduction in taxation you do mt 


see how any reduction can be brought about? 


No, pair. 
MR. FRAWLEY: Lier Uti re? 
THE CHAIRMAN: In future. 


Not that I can foresee. 

MR. HARVIE: Yould not that be subjeet to 
any reduetions, say in free deliveries and freight rates? 
THE CHATRMAN;: on, yess 

Ithink, Mr. Harvie, that all things being comparable, 
that some of these items I mentioned will increase. 
Undoubtedly pay-rolls will be increased and if labor is 
going to work shorter hours and not going to take less 
money, the same amount of money has to be provided even 


though they work less, and that means an addition to the 
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pay-roll. 
THE CHAIRMAN: What I am coming to is, there 


is one item that I do not know whether we are discussing 


it or not, or should discuss it or not, Mr. Miller, but 


you, can” teil ne. “That @-is all on the assumption that the 
eost of crude to you is what it now is. You are buying 
your crude in Turner Valley? 

Pees ety. OL. 

and you are buying according to the posted field price? 
COETCCL aioli 

They are posted by the Imperial? 

That is correct, Sir. 

Have you anything to say about the sosting of the field 
price, your company? 

I do not think we have. 

You follow the Imperial? 

Te always pay the posted price in the field. Ye do that 
throughout. 

MR. HaRVIE: in “ali fields wherever you buy? 
Quite right. Even in Texas, where we have production of 
Our own when we buy we pay the posted field price for the 


crude. 


THE CHaTRMAN: Well, are we to be left with the 


tmpression as tar as field price goes, *you go at it bdiind 
and you take what the ynosted field price is and you pay 
accordingly? 

MR. HARV I: I may state, Mr. Chairman, that 
that question hes already been suggested and we can 
answer that in connection with some other statement. 

TH: CHAIRMAN: 48 long as you are dealing with 
it, Mr. Harvie, all right. Then has Mr. Miller something 


more to submit, or do we move on to Mr. Bronsdon? 
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A. H. Miller. 

Ivhavernot, Sir, unless yOu WOuld Tike’ to have--—— 
There are a few things you are still going to deal with. 
I think Mr. Commissioner Tipsett asked you to get some 
information and I think, perhaps, Mr. Frawley has one 
thing left outstanding. 


MR. HARVIE: I think there are about nine or 


ten items we have to produce. 


TH CHAIRMAN: +t your convenience. 
I will get those cleaned up in the morning. 
MR. FRAN GEY: It is understood these costs 


were presented to us for the first time to-day and have te 


be looked at by Mr. Gottle. There has not been any 


questioning of Mr. Miller about them. It is arranged 
that we see Mr. Bronsdon and get a lot of explanations and 
there might be some further statements. 

TH: CH» IRMAN: I may suy at this time, so it 
may not escape us, we think you have done a tremendous 
amount of work and we think that you have endeavoured to 
present the picture from your voint of view fairly, and 
we would like you to know we appreciate the trouble ma 
expense that you have gone to to try and assist us to the 
extent that you have. 

Thanks very much. . 

MR. COMMISSIONER LIPSETT: Mr. Miller, just one other 
matter. ould vou just give us in a little more detail 
your reasons for thinking that either a five or a tei year 
period would be fairer to take for your costs, having 
regard to this particular matter thtit = notice that your 
sales since 1928 to 1938 have practically doubled and what 
effect you think that should have on taking the picture. 
bhac you suggest of a ten year or a five year period? 

Ll will try and figure that out, Sir. 


(#t this stage the Hearing was adjourned until 9:00 a. M. 
oud dl 1939) 
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aw Mrovince of Alherta 


IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT 
—and— 
IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


we 


Commissioners: 


The Honourable MR. JUSTICE McGILLIVRAY 
(Chairman) 


—and— 


L. R. LIPSETT, ESQ. 
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WITNESS : 
Alfred Herbert Miller, recalled 
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EXHIBIT 471 
Statement showing farm credit outstand- 
ings, British american Oil Company, 
Limited, in the Provinces of Manitoba, 
Saskatchewan and Alberta, as at 
December 31, 1929, September ,1930, 
December, 1930, and as at this date 
applicable to the 1929-1930 business...... ° 


BXHIBIT 472 
British American Oil Company, Limited 
Statement of Marketing Expenses - 
Manitoba, Saskatchewan and Alberta 
(including depreciation) years 1928- 
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EXHIBIT 473 
Graph showing bushels per acre and 
precipitation per inch, Alberta wheat 
yield, Alberta precipitation and the 
Live yeer running average of thevAlberra 
wheat yield from the years 1916-17 to 


the years 1937-348. eoeeee eee &© © 0 o e@ocec oe 8 e OH ee 


EXHIBIT 474 
raphs showing Long Time Average 

Annual Precipitation and "Drought" 
Years in the, Prairie Provinces, recorcs 
from 187 points varying from 61 to 6 
years - information obtained from 
Meteorological Service of Canada, 
compiled by Research Department, 
Searle Grain Company, Limited. 
Percentage of "Drought" Years in the 
Prairie Provinces; 
Long Time Average Annual Precipitation-.... 
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9.00 A. M. Session 
léth July, 1939 - 11,141 °— 
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ALFRED HERBERT MILLER, having 
been recalled, examined by Mr. Harvie said: 
MR. HARVIE: Mr. Chairman, there were somo 
questions which were asked of Mr. Miller and I find he is 
prepared to answer practically all questions nw and TI 
might just go over them; the first was, is the Farmers! 
Co-operetive Oil Company of Montana a refining as well 
asa marketing company and we are informed that the 
answer is that it is a marketing company only. 
THE CHALRMAN: @ had better have it from 
the witness. 
From the phone inguiry I made yesterday it is a marketing 
company only but we will cover that fully in the complete 
brief on the marketing ané distribution of the oil 
industry of the State of Montana whieh we are mY eparing 
and will submit through Mr. Harvie to this Commission. 
MR. FRAWLEY: That would be Satisfactory 
and if there ere any more questions like that where 
Mr. Miller is just Stating the result of a phone convers- 
ation, unless there is some other purpose, we can wait 
until they make the complete submission. 
THE CHA IPMAN: You will have some information 
and we may want to ask questions about it, no, Wy. think. 
Carry one 
MR. HARVIE: The second item was we were 
asked to add to Graph 10 (B) the 1928 figures. 
COMMISSIONER LIPSETT: Thet is the large volume of 
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That is the Alberta figures in comparison showing yearly 
Sales of taxable products. 

THE CHAIRMAN: Exhibit "444"? 

MR. HARVIE: In ixhibit "444", 

The British American Oil Company's percentage for 1938 

of the totel consumption was 17.43%; that is according 
to the taxable figures which we have; the miscellaneous 
companies, that is all companies exclusive of the ma jor 
eompanies, was 32.21%; in other words it decreased 
Slightly in 1938 over 1937. 

The next item was --- 

MAJOR LIPSATT: That does not necessarily 
mean that you had less total volume, Mr. Miller? 

No, sir, that is our percentege of the total consumption. 
We had an inerease in gallonsge but our percentage of the 
totel went down slightly, went down slightly. 

MR. HARVIE: The next was information re 
Montana pooled freight rateSe.eoee 

MAJOR LIPSETT: Just béefors that) if Demey, 
Mr. Harvie, the 1938 figures in that 10 (B) of taxable 


sales would those be in the same graph? 


MRe HAnVIE: Those will have to be filed 
later. We are waiting for word from kdmonton on that. 
MR. HanVii: The next thing Mr. Miller 


was asked or agreed to supply information in connection 
with pooled freight rates and that will be filed at a 
later date? 

That will be shown in our complete picture which we will 


prepare on Montana marketing and distribution. 
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Q The next item is, can jobbers in Montana take @eliveries 
in trucks as well as in tank cars? 

g Our information on that is definitely "yes", tank wagon 


deliveries to jobbers at the same price as tank ears 
Which will alsn be res"firmed in the statement we are 
preparing witk maps and charts covering the Montana 
operation. 

Q The next, Mr. Miller was asked to file on behalf of 
the Company a considered view as to the policy of 
selling to farthhers at an faded. warehouse price? 

Vie view is that it would be more satisfactory to have 
one price f-o0.b, warehouse for farm deliveries, providing 
the authority or government agency would enforce compulsory 
élimination of free delivery; in the event of this not 
being possible, two prices, one for delivery and the 
other f.eo.be our warehouse may be advisable and it is 
our intontion to establish same in the future notwithstand- 
ing the probability of increased costs on individual 
deliverics; in other words, I am efraid that, while 
deliveries are getting smaller to the farmer each year, 
that is the capacity, the total gallonage delivered 
to each individual farmer “gs getting smaller, there is 


MOUS OV APs ede the warehouses in other words, a larger 


Percentage f.o.b. the warehouse and the other balance 
wanting delivery in certain seasons of the year, means 
possibly added costs on those delivery charges either to 
Ourselves or to our agents inasmuch as they have to 
Maintain equipment and suffer depreciation on squipment 


Whether it is used or not. \ 
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Mr. Miller was asked by Mr. Frawley to Supply the 

Texas Company's posted tank wagon, tank car price, 

and that vill be ineluded in the Montana figure. 

Mr. Miller you --+--- 

THE CHAIRMAN: “ho is filing your Montana 
pieturese, You see if it is just perhaps that you hand it 
in, while we do not for a moment say that it is not 
without benefit, but you would be the first to appreciate 
it has not the value of being put in by a witness who may 
Hoes eexeined upon it. 

MR. HARVIE: Yes, I understand that, 

Mr. Chairman, and I think when this picture is complete 
we might take it up with Mr. Frawley and then we will 
decide which is the best way of dealing with it. If 

the facts are not controversial that may be all that is 
necessary. 

THE CHAIRMaN: Oh quite, so long as 
Commission Counsel says there is no controversy ovor those 
we would be dispos6éd, unless we have some special reason 
for not doing it, to accept it but where it is something 
which is open to doubt a filed statoment is of little 
value where there is no one who justifies it or that 
Submits to cross-oxamination upon it. 

MR. HARVIE: Lf it is proper that there 
should be some person to present it, we will do so. 

WIT NESS: I think it is an important 
picture, Mr. Chairman. It is a big picture, something 
which we cannot get over night and there is a lot of 
information necessary and it is my intention to prepare 


that end see that it is authoritative, right up to date 
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and if you deem it is important enough to the Commission, 
and we think it is for that matter, I will be very glad 
to make the trip to present it. 

THE CHAIRMAN: That is a very fair position 
to take, Mr. Miller. 

C MR. HA!VIE: You were asked, Mr. Miller, 
to present the Company's view on the suggestion of the 
Government taking over tho entire distribution system 
throughout the province? 

4 “ell that is such an important guestion that I would like 
to have the opportunity of developing that question with 
my principals at Toronto. My ovn personal views are 
that the Government should stay out of business, particularly 
the oil business. There are many illustrations where costs 
to the consumer have increased where the Government have 
gone into business but as I said, I would like to have the 
Opportunity of giving it some careful study and we will 
be prepared to present that later, if that will suit the 
econvenisnce of the Commission. 

Q You were also asked to give yomr view on the effect of 
ordinary garages, of the larger oil companies, taking on 
twee distribution of gasoline and along therewith granting 
other services usually performed by garages such as 
repairs, greases, otco? 

A Well in making a note of that, the first thought that came 
to me was that the industry’s policy is to stay out of 
the retail business; as we covered in our volume 2, the 
industry have less than 10% of the retail outlets in the 
Province of Alberta or Western Canada as a whole; the 10% 


that the industry do own are leased to individual lessees 
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who conduct their ovn business in @ manner they think 
fit and in addition to the gasoline and oil they sell 

of the company that they lease the premises from, they 
are perfectly free to add whatever associeted lines they 
wish to, such as tires, batteries, spark plugs, 
miscellaneous accessories, 6tco: at least that is the 
policy so far gs our company is concerned, 

MSJOR LIPSETT: You do not handle tires, for 
instance, yourselves? 

No, sir, we do not handle any accessories ourselves. 

It is just a case where you have a retail outlet, of 
your lessee handling those on his own account? 

yess in other words, we lease any retail outlets which 
we own, we lease it to a tenant or lessee and he agrees 
to market our gasoline and oils and so far as his repairs 
and accessories and so forth are concerned it is his 
businesse Now, I will add to that or qualify that by 
Saying this, that a number of our lessees purchase tires 
6ither from the Dunlop or the Goodyear Tire Company, 
which is optional, because on a collective buying plan 
there is a better margin of profit on that. That also 
applies to batteries, although in batteries they have 
the right to buy either the Exide battery which may be 
50% of our outlets do, our own outlets, that are 
operated by lessees but on the other hand, they buy 
batteries elsewhere and other accessories they buy just 


exactly as they like. 


Do you do the buying of those particular commodities? 


No, sir, they buy direct. 
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You simply arrange the price? 

Yes. 

Has the British Ameriesn Oil Company any interest in that 
beyond assisting the agent? 

We secure an over-riding commission which amounts to 5% 
on batteries and 10% on tires; in other words, we feel 
that the tire company, if they are successful in being 
able to sell our lessees their tires, in view of the 
Small rentals which we secure for the remises from the 
tenants, that we are entitled to secure an Over—riding or 
a commission from the tire companies, which is very 
normal, in consideration of them having that represent- 
ative in the premises in which to sell their tires but 
that does aot affect the lessee in any way, the lessee 
does not lose anything by that; in othor words, the 
lessee cannot enjoy the additional over-riding if we 

did not get it. 

Well now, in view of the price that he gets it at, is 
there any cutting of prices between your lessees and 

the ordinary open garage? 

Vell that is something, Mr. Commissioner, that is entirely 
up to the garagemman or the lessee. As I see the picture 
in general, they appear to meet competition as they see 
it but there is no jurisdiction in that regard so far as 
we are concerned. 

And so far as you know there is not any squeezing out of 
the ordinary garage. man, by undercutting? 

I would say not, sire I would think, so far as our 


stations are concerned, the amount of tires or any other 
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accessories that they sell is really a matter of pure 
convenience to the customers that are getting all their 
services, that is washing and greasing and lubrication, 
gasoline and oil at the stations and a number of those 
customers like to give that lessee or that tenant a 
tire sale if he requires one, or a battery sale if it 
might be because that operator is naturally servicing 
that customer, looking after his tires and so forth, 
Guring the time he is purchasing from that station ang 
sometimes they feel obligated, therefore, to buy a tire 
from him if they are going to buy it and they are able 
to buy at the same price as they ean at any Sarages 

Q I just thought I would like to have your views on the 


record on that, Mr. Miller. 


F:) We have not thought it advisable to ge into the accessories 
business. 
THE CHAIRMAN: All right, Mr. Harvie. 

Q MR. HARVIE: You were also asked to give 


your views as to how the 5, cent saving in pipe line rates 
is to be dealt with? 

A Well we feel that this is a matter which should be dealt 
with by the Commission in its general recommendations after 
hearing and giving consideration to the complete evidence 
on costs in all departments. 

Q THE CHAIRMAN: jell, undoubtedly we will but 
have you any views about it? 

4 “ell, as I said yesterday. Mr. Shairman, I think we are 
getting so close to the line, speaking personally, so far 


as the marketing and other costs picture is concornod that vo 
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could well do with that in our operations. 

Q MR, HARVIE;: In order to give you a fair 
return on your investment, is that what you mean? 

A In order to take caro of the variables which we have 
spoken of over the years; in other words, I think 
that we are down below our bottom today. 

Q MR. FRALEY: Then, Mr. Miller. so that 
I will understand it, if you now hyve a saving of, and 
L will get that, of 5.5, if you now have a Saving of 
5e5 cents in the laid down cost of erude, you then have 


a larger refinery spread. that is obvious? 


4 You mean per barrell? 

Q Per barrell 

72 Yes. 

Q If you now have a saving of 5.5 cents in the laid down 
cost of crude per barrel, you obviously have a larger 
rofinery spread, whatevor it may be in decinal points, 
Thaieis correct is 1t not? 

Yes. 

Q And you say in your opinion that spread should be absorbed 
by the refinery qua refinery and not be passed on, any 
part of it in the posted tank wagon price to the consumer? 

A Ido. 

Q That is your considered opinion? 

Li I do, yes. 

Q So teat tne net result of the pipe line Inquiry es, far 


as you are concerned, and the efforts which we put forth, 
I am not speaking facetiously at all, but tho net result 
of the pip Line inquiry and the reduction in that pipe 


line rate, is that it should benefit neither the producer 
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Turner Valley by being added to his posted fisld price 

nor the consumer by a reduction in the tamk wagen price 
but that it should abide with the refiner as a refiner 
dofinitely and that is the end of it so far as you arc 
concerned. 

I believe that our refining costs and other costs which 
will be more clearly shown by Mr. Bronsdon would indicate 
to me that that is necessary in our operations, If there 
are reduced freight rates and other fixed charges which 
we have today, thas would be a different thing. I think 
that naturally could be and should be passed on to the 
consumer. 

MR. HARVIE: There were four other 
questions which I think, Mr. Chairman, are all answered 

in one statement and I will read the four questions. 

The first was, was the financing of the farmer prior to 
1929 and 1930 a function of the Bank and if so why the 
change and when the chanze became effectivo, with a copy 
of the statement, you asked us to file a statement as to 
the practice in subsequent years and then along with that 
we were asked to file a statement of the additional 
capital required since 1930 to carry the credit operations 
proviously carried by the Banks. Then, how much of the 
$4,000,000-00 credit referred to in Volumu 3 applies to 
Western Canada and also by Provinees individually and also 
how much of the 41,800-000.00 referred to in the evidence 
is uncolleated, of the j;4-000,000-00 credit, granted and 
outstanding at the end of 1950, still is outstanding and 


how it is distributed between the provinces? 
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A The statement submitted refarding farm products is as 
follows -~--- 
THE CHAIRMAN: we will file that statement 


as Exhibit "AVL". 
(STATEMENT PRODUCED BY THER 
wITNESS HERE M&RKED AS 
BXHIBIT "471", ) 
“ULTNESS: The first paragraph shaws 
the provinces, being Manitoba, Saskatchewan and Alberta; 
the ered*t granted in 1929 shows, outstanding as of 
December dist, 1929, in Manitoba $56,000.00, Saskatchewan 
251,000.00, in Alberta $104,000.00, making a total 
outstanding at December 31st, 1929 of p4ll,000.,00; 
Outstanding at September 30th, 
or at the end of September, 1930, Manitoba $556,000.00, 
Saskatchewan $2.263,000.00, Alberta $518,000.00, making a 
total outstanding as of September, 1930, of gor.907,000,00. 
As I said yesterday, that was the period when money was 
not available to the farmers by the Banks or by the 
Government. 
Outstanding as of December 30th-- 

Q MAJOR LIPSETT: why do you take September of 
that particular year as against December in 1950? 

A I am coming to December but I thought it would be interest- 
ing to know what was outstanding at that period because of 
the condition I spoke of and then I have December next to 
it. 

Q MR. HARVIE: That wes the peak period in 
September ? 

A Yes. Outstanding as at December, 1930, Manitoba 


8323,000-00, Saskatchewan $1,780,000.009 Alberta $360,000.00 
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total 32,463,000.00, 

Outstanding at this date 
applicable to 1929 and 1930 business, Manitoba 391,000.00, 
Saskatchewan, $1,125,000-00, Alberta wl30,000.200, making 
a total outstanding at this date from the 1929 and 1930 
farm business §1.346,000.00. 

Further we show the sales to 
farmers guaranteed by the Saskatchewan Government, y ars 
1932 to 1938 inclusive, we extended $1,617,000.00 of 
which there is outstanding $89,000.00 reprasented by 
Treasury notes and $106,000.00 on open account at this 
date, making a total of {195,000.00 still outstanding 
carried by the Saskatchewan Government for farm relief 
in the Province of Saskatchewan. The figures given 
are the British Amorican Oil Company's portion of tho 
totale Io nave not got the totel credit but I will say 
that every oil company participated and therefore their 
proportion no doubt according to the business they would 
do, would be in porportion to that which we have done, 
so in other words. the amount of credit being granted 
today in Saskatchewan must be very hoavy. by the oil 
industry. 

Q What would you say in connection with Alberta in sub- 
seguent years? 
THE CHAIRMAN: Yes, I was wondering about 
that. 

A Well, I can only give you, Mr. Chairman, an estimate in 
connection with that. XT would say that it takes 


approximately »2.000,000.00 a year to handle the author- 
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ized and unauthorized credit combined in the threes 
provinces. 
For your Company alone? 

A For our company and I would estimate that of that 


amount half a million dollars is in glberta. 


( Go to Page 11,154 ) 
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Ae H. Miller. 
THE CHAITRMsN: Your vest estimate right now 
is it takes 2 million dollars to handle the credit 
requirements of farmers in Western Canada? 
(eo. Sir) so far as we are concerned. 
and you estimate of that slberta has 4 requirement of---- 
500,000.00, Sir. 
$500,000.00? 
TEs, i0ir. 
Would there not be a very considerable saving to the oil 
companies if you did not have to provide this credit yearly. 
It costs you money surely. It costs money to provide 
@ eredit of 2 million dollars? 
As far as losses are concerned they were shown in the 
write-off of bad debts on the statement we gave yesterday 
as the 10 years for Alberta, and I am going to - and I 
think you would be interested in a similar information 
for the three Yestern Provinces which I will submit in a 
few minutes. The fact remains, Mr. Chairman, that naturally 
it would be better if we could get to a cash basis. But I 
oe never seen Western Canada on a cash basis yet for 
anything. I think Western Canada was built on credit. 
Oh, quite so? 
and we are still building. 


But, after all, you are not money lenders? 


There are institutions that are in that business? 

I think it was unfortunate possibly that, as I said, up till 
1929 the average farmer could borrow his requirements from 
the Bank, tentative requirements, and very little credit 

was given. 1 do think that maybe whilst we felt we were 


ate 


justified or we felt rather that we should assist when the 
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A. H. Miller. : p 
farmers ran into difficulty due to stringency of credit 
and could not beg, borrow or steal money, but after 
starting that policy why it seems to have grown and stayed 


with us. 


Was that policy after the sudden withdrawal of credit of 


which you speak, was that common to all the estern Provinces? 


Yes, Sir. There was a tightening of money long before the 
financial crash. Apparently the Banks anticipated trouble 
and money was not available, that was before the crash in 
October, 1929. Of course, after that it was even worse. 

Zt. was more difficult to secure credit. 

Does that condition obtain to-day, you are still financing 
the farmer? 

me seems TO De, Cir, as I said yesterday, @ lor of tnev ore 
very tentative, short term, a matter of two weeks ora 
month. But he seems to always want some assistance in order 
to get started with one operation or the other. Hither the 
Spring work or the summerfallow or his harvest. 

The situation is not relieved even to-day, as far as the 
Banks are concerned? 

I do not think so, -ir, not from the information we have. 
In fact, we are told, and naturally Banks are not, I do not 
think they can according to the Banking act, I do mt think 
they can take a mortgage on land for loans. I do not 
think the loan companies are doing very much loaning. 

They are more interested in collecting, I think, what is 
outstanding or has been outstanding for some time. Tho 
farmer, as I see it in Western Canada, is just getting by. 
from season to season. If he puts in seed and he reaps a 
erop he is able to pay and possibly have a little 


money left to tide him over the winter. But it he is 
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é& H. Miller. 
hailed out or there is rust Or cut-worms or grasshoppers 
er some of these other adverse conditions we have had to 
contend with he is possibly not able to pay until the next 
year. I will say that our eredit is very limited, 
particularly in view of the experience we had in 1929 and 
1930. 
MR. FRAWLEY: fet me see if £ understand it then. 
Exhibit "471" is intended to indicate what the result of 
your unfortunate experience in 1929 and 1930 was? 
That is the exact position. 
Now, can you tell us how much new credit, for instance, you 
gave in the year 1938 in the Province of Alberta. Assuming 
there was not anything Outstanding at all before 1938? 
The best we can do, as I said, Mr. Frawley, is to give you 
an estimate, and I think the estimate is eonservative for 
Alberta and the west. Because, 43 I say, it is short term 
eredit. It is tentative. The greatest ercentage is non- 
authorized credit. In other words, an agent puts it out 
and we do not hear about it unless it comes to the t ime 
that he cannot collect it. 
I have a little difficulty in understanding it. ‘hy do 
you say $500,000.00 is the amount you heve out in credit. 
Speaking again of 1938 only for the purpose of trying to 
get a year's operation in my mind? 
I would estimate that is a fair average in one year. 
Have you no way of searching your records to tell us how 
much new credit was granted, authorized or unauthorized in 
19387 
It would be a tremendous task, lir. Frawley, because of the 


way the credit is handled. If we had an accurate record 
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A. H. Miller. Tee she 
of every detailed transaction in our office we could give 
it to you in just a flash but we do not have that. 

THE CHAIRMAN: So much of it is a case of 
the agent giving credit without your knowing anything 
about it? 

That is right, 3ir. 

and it is only when the debt is getting to be a bad debt 
that you hear about it? 

wes. 

The agent is asking you to relieve him of it or take a 
Share'of it? 

If the agent had not done that I do not know what the 
farmer would have done in the last few years. 

MR. FRALEY: You have been Speaking of 
unauthorized credit, thet is credit the agent grants 
without referring to his Superior officers, to the 
company, in other wrds, I take it? 

Authorized is difficult to obtain, just as di@fieult as 
unauthorized, Mr. Frawley. 

Will you define it for us, what unauthorized means. 

See if I understand it. Unauthorized means credit that 
the agent gives on his own account withous Pefersnnoe ug 
the company? 

I cannot define it, but I would be conservative when I 
say that amount is essential and necessary as fur ag our 
company is concerned, which gives you the trend of the 
credit necessary as far as the industry as a whole ig 
concerned, to take care of the operations of the farmer. 
I do not think I can do any better than that. 

I am not making myself clear. It is not your fault. It 


is mine; 
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THE CHAIRMAN : The witness explained yesterday. 
He dealt with that very thing yesterday. He gaig authorized 
credit was where they had vassed on she proposed credit 
a@llowance, the company had passed on it. The unauthorized 
was where the agent acted on his own. That is correct? 

PEE Eres Mr. Chairman, for instance, a man might decide 
at a certain agency or Dranen, after going into it with our 
Supervisor in the territory, he might authorize it and say 
"All right, go ahead and take those 21 farmers, or take 
those 35 farmers. as the case may be, and take care of 

their requirements." Am that would be classified ag an 
authorized credit. 

THE CHAIRMAN: And your company takes over the 
loss on that if it did occur? 

Yes, but to take the transactions being handled by us here 
Or anything like that would bo just a big task. 

Yhere it is unauthorized the agent has no hold on you but 
yet as a m..tter of keeping him in business and doing the 
decent thing, you have absorbed considerable losses in that 
respect? 

Yes, Sir. 

MR. FRAWLEY: And 500,000.00 is the amount of 
money you say you have to have, an estimate of what you have 
to have to take care of his authorizeé eredits and that 
portion of the unauthorized credits which in one way or 
another you feel you have to aeceps, in other words? 

mat is right. 

That is an expense, because we are interested in YP a 
Seems to me, as an expense. ‘Where is that in your mrketing 


Spread. If it has already been sovered----~-- 


Spread? 
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Yes, spread? 

You mean losses? 

Losses, and the availability of the money,which I suppose 
is represented by Bank interest? 

The losses, Mr. Frawley, are shown on the 10 year statement 
of our marketing costs submittea yesterday for the 

Province of Alberta. We show there Our marketing costs 

and then under the other heading we show marketing cost 
exclusive of bad debts and drum write-offs. 

MR. COMMISSIONSR LIPSST?®: I just want to follow up that 
picture a little more. You build up a pretty substantial 
reserve of stocks for the peak harvesting period? 

tes. Sir. 
And when that time comes do you give credit to the farmer , 
you do not actually, do you, have to find half a million 
dollars, you give your stocks out; in other words, you 
carry the stocks so much longer but you have the additional 
risk, and you might take a loss? 

That is right. 

You do not have to find the extra capital actually for the 
credit you give? 

No, the only capital we have to find is the eapital to 
carry the inventories. 

THE OHaIRMAN: Which you have? 

MR. COMMISSIONER LIPSETT: Which you have anyway? 

Yes. 

But you change it from your own stock to a bad debt risk? 
thet ise ri eht. 

Which, of course, may be very serious? 


Yes. 


THE CHAIRMAN: I wonder if that statement, 
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A. H. Miller. Berd ie 
Mr. Harvie, you say you are filing a statement showing---- 
we are getting so many statements---but dia you refer me 

to the Exhibit in which you show what your loss was? 

MR. HARVIL: Yes, I think so, Mr. Chairren. 
That is on the 10 yeers. That ison this, Sir; 

THS CHaTRMaN: What number of Exhibit is that? 
On the 10 year marketing cost for the Province of Abberta. 
It also shows the write-offs. 

MR. HARVID; I think in Volume 3, Mr. @hairman. 
THE CHAIRMAN: I just want to get it associated 
in my notes to what we are talking about now. 

MR. HARVIE: We can give it to you actually 
for the year 1938 and each of the ten preceding years. 

It is in Volume 3 and the third last page. 

That statement there, Sir, including our marketing costs. 
The amount of our marketing costs in total and the amount 
of our marketing costs exclusive of bad debts and drum 
write-offs. So the difference between those two would 
cover the bad debts and write-offs. 

MR. COMMISSION.R LIPSSTT: Does that 6,019.00, does 

that include the whole of the bad debts in Alberta in 

1938? 

MR. Hanviit: As actually written off last 
year. There might some still be carried that might be 
lost. 

MR. COMMISSIONER LIPS=TT: I thought there was another 
figure of twenty-four or twenty-five thousand dollars? 

That was the credit for gas tanks and sundry credits. 

Oi. Ves. 

THE CHAIRMAN: Ve have the figures on 


those drums separately, haven't we? 
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A. H. Miller. ae 

Yes, Sir. 

THE CHAIRMaN: All right, Mr. Harvie. 

MR. HaARVIE: Mr. Miller, just a point taat 


has occurred to me in connection with this discussion, 
which will bossibly give the Commission an idea of the 
practical working of these matters we have been discussing. 
You have throuch your evidence stated you have to anticipate 
the farm requirements in advance. Can you sive them 
possibly just your experience as to what you are actually 
doing this year as far ag making arrangements to Supply the 
fall trade? 

Well, we have set our estimates this year at approximately 
10 to 15% greater requirements than 1938 in the west. If 
anything happened to the crop why we are left holding 
these inventories and these committments, a lot of which 
would be carried over into 1940. 

Yegf 

43 I said yesterday, I think out of a possible inventory 
in Canada of about 11 million dollars, our inventories 

in western Canada are between six and seven of the total. 
MR. COMMISSIONER LIPSETT: Does that mean at the present 
time? 

Wes. OlT. 

In preparation for the harvest? 

iiet is right,. Sir. 

MR. HARVIE: vhat preparation are you making 
just at the moment in your organization to look after the 


harvest situation, such as the transfer of stocks to 


branches or agencies? 


Right now we are shipping as hard ay we can ship to all 
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A. H. Miller. Raters 
branches or all the bulk plants in the country in order 

to have sufficient stock there to take care of the demana 
when it comes. 

in other wrds, you are Filling up your country storage 

to capacity? 

Yes. 

And if there should he any of these hazards develop in the 
meantime, that is one of your problems, and you would 
have to carry that possibly, or a large part of it? 

Yes, «as a matter of fact, I will give you an indication 
of how that works out further. in areas where we have 
had bad experience year after year, maybe for three or 
four years, take the Goose Lake Line, for instance, in 

the Province of Alberta, it has been necessary to take 
that stock back to the refinery. In other words, it has 
depreciated and it would be neccssary to take it back 
because it would not be fair quality,or have the 

quality rather, that would be necessary when it was 
required. It might stand in our tanks out there for 
maybe a year or two years and very little, if any, sold. 
And that would not be a fit product to sell? 

No. 

And you have to bring that back and re-run it? 

Re-run it. 

MR. COMMISSIONER LIPSETT: That apnlies a particularly, 

I suppose, to farmers’ gasoline, that is the lower grades? 
Yes, but it applies to all, really. It applies hoth to the 
farm requirements and the motor car requirements. 

THT CHAIRMAN: It deteriorates? 

It will deteriorate. For instance, gasoline having 70 


octane will lose anywhere from 1 to 3 points over a number 
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A. H. Miller. 


of months, depending on weather ana climatic conditions. 
MR. OOMMISS! ONER LIPSETT: ‘ould not your stocks of 
gasoline, that is for motor ears, would not that - it 
might take a little longer to dispose of that but would 
not that be disposed of as distinct from the farmer 
gasoline, which he would not want till the next harvesting 
season or spring season? 

It is hard to realize but there have been many points in 
the west where conditions have been such that a tank 
containing 12,000 gallons has stood there possibly, 

or a good part of it, possibly for two ye-rs. On the 
Other hand, if conditions had been normal, there might 
have been 8 or 10 tank cers go through that tank in the 
one yvear. 

I suppose in a lot of country districts the roads would 
bloek up and even ordinary motors could not relate 

Yes. 

TH CHAIRMAN: Gasoline with 70 octane would 
lose 1 to % points in how long? 

It would depend on the climatic conditions, the way the 
material is stored, and temperatures. But I would say 
my experience has been it will lose that over a period 

of anywhere in 6 months, 6 to 8 months. That is not all 
Bap uaw as cepnreciatcon bs concerned. There ave other 
depreciations due to reastions taking place, of which [ 
think the refinery experts could give you better informa- 
tion than I can. 

MR. HaARVIE: If you have any other thought 
on that line that might be of interest. There are 


evaoporation losses enter into that too, I presume? 
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A. H. Miller. Seer 

On, Ves. 

To summarize, you find, as far as your marketing end is 
concerned, you have to keep all your gasoline stocks 
fresh, more or less? 

It is very necessary and it is beneficial to the consumer 
BOULO 1%. 

In the event that stocks do get stale it is a matter of 
expense bringing that back to the refinery and re-running 
them and shipping them again? 

That only happens, Mr. Harvie, in areas that stay 
definitely bad a for a long period of time. 

Anything else on that point? You were asked to give 
your views on the soundness of the principle of undivided 
dealers and along with that, that if you considered that 
practice sound as to whether it might also be sound to, 


I think Mr. Commissioner referred to it as an undivided 


consumer. That is a contract consumer, a farmer contracting 


to take his entire supplies? 

Well, with an undivided dealer we have some control, or 
at least we are able to tell whether he does remain 
undivided because he is retailing his product to the 
consumer. In contracting with the consumer for his 
undivided requirements we could not make any check and I 
do not think that the average contract that might be made 
would be lived up to. In other words, they do not look 
at it from the angle of any importance. ‘Je think though 
that the undivided dealer should enjoy a better price 
than the divided dealer. In the first place, there is 
more economy on our part with a dealer who is undivided 


and there is more economy on his part. Instead of us 
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making, aS we would do, to split accounts or divided 
accounts, deliveries of maybe 50 gallons, which is the 
usual amount of the delivery made to a divided account 
in this western country, 50 gallons, with an undivided 
deqiler we woild make deliveries of 200, 250 or 300 gallons. 
Therefore, our cost of making delivery alone is less than 
making deliveries in small quantities. The same thing 
applies right the way through the operation. If you 

make 5 deliveries of 50 gallons you have 5 entries all 
the way through the books, your accouhting and your 

eredit and everything else is increased 5 times as against 
the undivided dealer where you only have the one 

entry tor the same amount of volume. according to 

Saiee and Marketing experts it is also considered in the 
Cll industry, end “possibly that is also trie 6f other 
kinds of merchandising that a man marketing exclusively 
Wie rine Of product. can do 4 better job and a0 “it more 
economically than he can if he markets several. for 
instance, in the first place a divided dealer in the 
gasoline or oil business, he has got to have, if he is 
divided into two or three or four, his equipment and 
facilities that he has to buy would be increased by that 
amount. In other words, his investment is greater. 

A man might have an investment in gasoline equipment of 
8500.00 and he could sell say 25,000 gallons a year. 

And our experience is if a man has an investment of 
$1500.00 to carry two other lines of petroleum products 

we very seldom find he increases his gallonage but as & 


rule shows less sold than if he is 100%. ‘That is my 


average experience. 
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A, He iilier. vets 
MR. COMMISSIONER LIPSETT: { Suppose there is less risk 
of dilution in the sense that he is Only handling one 
product, and that is a?l he can sell to the customer 
and the customer knows what he is getting, perhaps? 
ft think a dealer handling one broduct, particularly of a 
nationally advertised brand, is able to create greater 
confidence in his consumer customer than he is if he 
handles four or five difrérent brands, msny of which 
are unknown. 
There is ove point I do not quite follow, Mr. Miller. 
You explain it is more economical from your point of view 
and consequently you can Pass on that extra cent. fT 
follow that, because it means larger deliveries and so 
on. But you say it is more Economical for the agent. 
Now, the position of the dividea agent is that ne ie 
selling on a 1 cent less margin than the undivided dealer? 
LI was not referring to any agents, Ir. Commissioner, I 
was referring to just the dealer, the retailer, 
The dealer I was referring to, I am sorry. The divided 
dealer, he is handling on a 1 cent less margin than the 
undivided dealer. Now, you say that the undivided dealer 
can handle it more Gconomically. Why should he not be 
able then to pass on that 1 cent to the public as against 
his competitior who is handling it at present on 1 cent 
less spread? 
He does pass it on to the public because, to illustrate 
that, in the average territory of the United States and 
Canada, if the differential is 34 cents between the tank 
waggon and the retail as to the undivided dealer, there ig 
only 2% cents to the divided dealer. 


Yes? 
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4S the retail price of both must be the same, in other 
words, they must be competitive, the consumer is receiving 
the benefit of that 1 cent and not the dealer. In other 
words, the dealer that is divided is penalized. He is 

not making as much money as the dealer that is undivided 
but the consumer is paying the same price. 

Yes, but take two dealers, A ani B in a country town, 

one undivided and the other divided. They must both 

sell to the public at the same orice? 

Yes. 

B sells, however, and is eble to live on a margin of 24 
cents. ‘Why should not your undivided dealer, who can, 

as you say, handle it more economically, why should not 

he handle on a spread of 2% cents and give the 1 eent 
reduction in the price to the public? 

Well, I did not say that the dealer, the divided dealer; 
was able to live as well as the undivided dealer. I mean 
there aré many things that enter into the profit of the 
dealer. The average decler to-day does not consider so 
Mug His profit on gasoline. He is more interested in 

tHe profit he makes on the sale of lubrication, that is; 
lubricating oil, chassis lubrication, car-washing, 

repairs and sales of accessories associated with petroleum 
products. The average dealer, we find in Canada,is not 
so interested in the profit he derives from his gasoline. 
Many dealers ure using the sale of gasoline as a leader 
to bring the customer to his place of business to sell 
other merchandise. 

Is not that rather an argument in favour of him coming 


down to the 2+ cent margin, which his competitor the 


divided dealer has? 


Many of them do, Sir. 
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A; H. Miller. ae Gs 

And passing that on to the publie? 

Many of them do, Sir. 

If he was doing that would he be selling 1 cent oheaper 
than his competitor? 

Yes, many do sell 1 cent cheaper, and some 14 cents ant 
some 2 cents cheaper than the others. 

In the same tow? 

Yes, “ir. I would estimate in some places, that in some 
towns in Canada that over 50% of the total gasoline sold 
is selling at what you might say less than what the 
average dealer considers is a fair retail price, 

You mean that in a small village there misht be twe 
prices for standard gasoline? 

Yes, Sir. That applies move particularly in the larger 
centres but it also applies in the small towns. Many 
dealers, I think, take the stand that they also can have 
consumers on a 100% basis. They want to get all their 
business and in consideration for all their businesg-~---- 
That is the undivided consumer? 

They sometimes give you a little better consideration 


than the man who just buys once in a while. 


(Page 11,169 follows. ) 
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He FRAWLEY: Will you elaborate on what 
you are saying to Commissioner Lipsett, what you mean I 
take it is that some retailers have two or three prices, 
that they will sell tO the casual customer at what ever y~ 
body else is selling at? 

That is it. 

And then they will cut a cent and a half, and I think we 
have tir. Plotkins openly admitting that that is how he 
does business? 

Yes, I think everywhere in the United States and Canada, 
because the industry does not control the retail price---- 
That may be so, but you do not know of any instance where 
the British American dealer on a corner on one street is 
selling at 25 cents and all the other British American 
dealers, Nevr-Nox gasoline I mean, all other dealers eell- 
ing at 27 cents, if you saw a station of tht sort you 
would do something about it? 

In Canada as a whole, iir. Frawley, if there were four 
British amerioan oil dealers in a town and only two other 
competitors, I have seen and know quite well today, that 
possibly the four would ail have different prices instead 
of one price to the trade and that condition exists all 
over and still does and it is increasing every day. 

I mean that is just one price to everybody--~- 

Different prices to everybody. 

Different prices to everybody? 

Yes. 

No stablization at all? 

No sir. 


And where is that in? 
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Anywhere in Canada. 

In Alberta? 

Yes, right in Calgary today. 

where, there are dealer Service stations and garage men 
selling your products, and Sel ling at a variety of 
prices? 

Yes-e 

Some on the standurd, 4% cents spread? 

wome On the 6 cents, some 24; as a natter of fact in 

Many places in vanada today the dealers are selling, 
where there is only a 63 cent differentisl between tank 
waggon and retail as considered by the dealer industry, 
by the dealers, many of those dealers are selling for ae 
Gent and a half profit. They are selling for £ cents be- 
low what they consider the retail price should be al- 
though there is no fixed retail price. 

Jell we are doing a survey now of the retail service sit- 
uation in Calgary and I would like very much if you or 
one of your officers would put our investigating account= 
ant, ur. siorrison, in touch with some of the B. 4. 
dealers who are selling at a variety of prices, we are 
learning every day and this is something new? 

EL-would like to say this to you, sr. Frawley, I think 
you are going into a task that is utterly impossible. You 
put out 100 men and you would not know what it was all 
about after you had had them out there for three or four 
I say definitely that there are prices varying 


months - 
all the way to 2 cents. per gallon in the majority of 
points in Canada where dealers are selling ident icaxly 


the sane products being supplied by the same company. 
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Do not misunderstand nme, sir. Miller, I am quite sure you 
are right in what you are saying, but one of the things 
that this Commission has to examine into amongst Otherr, 
is the retail spread or the sufficiency of it? 

There is no retail spread, sr. Frawley. The industry 
sell at tank waggon, both in the United States and 
Canada and what the retailer gets is his business. If 
he buys at 15 cents we have no control, we are not in- 
terested whether he sells at lo cents or whethe> he 
sells at cO cents but we do Know this, that if his price 
above the tank waggon is too high then he does not sell 
any. 


I realize that, you say it is not your business but it is 


the Commission's business fortunately or unfortunately, it 


is one of the things they have to inquire into ana that is 
why we have people out investigating the retail spread, 
and in that we may do a very bad job or a very good one 
but all I say is I would like this investigator of ours 

to know of these cases where the major oil companies’ 
dealers, retailers, are charging a variety of prices and 
that is all, I think it might be useful to him when he is 


endeavouring to investigate the sufficiency or otherwise 


of the spread, and that is all? 


I have no doubt, .ir- Frawley, when your investigator goes 


around that, the average dealer is of a timid nature or he 


thinks there is something wrong and he will probably tell 


your investigator he is getting 34 or 4 cents but if he 


runs into a dealer that has the courage of his convicti ons 


and will frankly state what the picture is, why he will 
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get a reply similar to that which I have give you. He 
might say "Well I am selling at & cents over wholesale" 
or "I am selling at 23 cents over wholesale", but through+ 
out Canada and the United States that condition, as I have 
explained, definitely exists and there is no one who ean 


Gontrot it. 


No, £ am not conserned at che moment with anything but 


Alberta, and perhaps we could do a little better if you 


would perhaps suggest the names of some of these retailers 
and we will bring them here and ask them under oath? 


ir. Frawley, I would not attempt to nanie any dealer be- 


cause you might find it entirely different tomorrow to 


what I found it today and the only way that you could get 


that picture for yourself is if you put them all on the 


stand, then you will find exactly as I have told you. 
That perhaps would be the ideal from one direction but 
we cannot put them all on the stand and I would like to 
find out for the information of this commission, to 
demonstrate definitely that what you say is so. Nowl 
will not go any further into it, if you would be good 
enough to let me have or ask ur. Harvie to let me have 
some Bo Aa dealers that you think are doing that? 

THE CHALK. N: Or uny other dealers. 
MRe FRAWLEY: Any other dealer that you 
know of, I said B.» A- because I thought you would know 

them better? 
IT an giving you definite facts gained from actual exper- 
jence and if necessary we can send you 100 vouchers 


froma various parts of Gaxada,from various parts of Cmada, 
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to prove that, including the Province of .lberta. 

Look, iir. ssiller-----~- 

THit CHATRiAN: ue Hrawley, the Prov- 
ince of jlberta is mentioned and vouchers are mentioned 
and that will give you the name. 

wRe FPRAW Lb Y; That will certainly give 
me the name and if you will let me have soe of those 
we can then comrelate it into the retail spread invest- 
igation that we are making. ‘Je are not doing it because 
we have not sofiething else to do, it is something that 
the Commission has to pass upon? 

You asked me what the picture was and I gave it. 

Quite so, and it is one thing that has to be looked into, 
the spread in HKdmonton is 1 cent less than it is here, 
perhaps that is wrong in idmonton and perhaps this is 
right or vice versa, the Commission has to have that put 
before then definitely and perhaps if you-~--- 

THe CO Hatiw AN; Hr. willer says he will 
give you the invoices. 

hits FRAWLEY: That is fine. 

mbJOnR LIPSTT: Have you any suggestion, 
re juiller, which can be made as to what would be a 
fair general spread: it is apparent that your company 
does not control it but it might be of interest to the 
consuming public if you have some idea of what a fair 
spread would be? 

I think the industry in Canada has gone through both, 


both Ganada and the United States, I think retail prices 


at one time were posted or in other words dealers thought 
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it advisable to post the price that the industry posted 
of retuil outlets when they were in the retail business, 
and I can say, mr. Commissioner, that that did not work 
and I think the best practice is thet which it is today, 
that is of free open competition. It is something which 
you can never control or never place, is the price sit- 
uation of a commodity being retailed such as a petroleum 
product. 

Q Following that up, ir. willer, supposing in a case where 

there is one British American agent that I am either living 
near or going to that place and I want Nevr-Nox gasoline 
and there is only one agent there and he is an undivided 
dealer, does that not leave it in his hands to charge me 
any price that he wishes, to charge the customer any 
price he wishes? 

A I do not think so, sir, because he siight be by himself 
at one spot but you have not got to go very far, not very 
far to go before you will find another place where there 
are several. It is possible where there is one dealer 
having the exclusive sale in any one town that he might 
be naintaining a fair differential or what he considers a 


fair differential over the tank waggon price, but they 


are very few and far apart» 

Q I mean an exsessive differential? 

4 well if he did, I do not think he would do very much 
business; in other words you would only be there as & 


matter of convenience and when you are away from there 


you would fill up your tank elsewhere. ie see that every 


day. aman, there is a price war or something on and 


products are cheaper in ohe city and the fellow is driv- 
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ing through and he knows it, why he finds he can save a 
couple of cents per gallon, and he has to go through 
there, he will just take enough gasoline on at the 
Btarving place to get him there and then he will fill 
his tank and save the two cents per gallon. 

You think that ordinary cornpetitive forces in the retail 
end of the industry are strong enough to give protection 
to the consumer? 

I have never seen the industry more competitive than it 
is today: as a matter fact it is what I would say is 
getting to be the survival of the fittest. 

Bhat 18 in the retail? 


Retail and wholesale. 


Ro FRAWLEY: what does that mean when 
you say it is highly competitive, now I am thinking of 
the ordinary consumer who is not going to go into a 
service station and argue about it at all, he is going 
to go in and pay what price is demandec., perhaps one 


k of one's self, I have never paid anything 


ae] 


can best espe 
but the one standard price, 27 cents, in the City of 
Calgary for gasoline ever since the tank waggon went 
down the lest time; now you know that. sir. miller, there 
must be something in your head when you say you ao not 
know of anything moze competitive and what is it? 

Maybe you are like me there, nr. Frawley, you are too 
busy to shop and you go in and you pay the price that 
the man asks Your 

Sure, that is what I mean exactly? 


But let me tell you this, I can give you an illustrat ion 
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today which I think siight be worth while, between Windsor 
and Detroit we have an interntaional courtesy credit card 
hook-up; in other words our courtesy eredit card is 
honoured in the United States by five major oil companies 
in the United States and when our customers are in the 
States they can buy products or their requirements on 
their credit cards in any State in the Union. Wow we 
have customers at Windsor that have that courtesy credit 
card facility and with the price war wiich has been 
hepsi ne s4 Detroit for the last three o1 four years, and 
it has become more inte;sified particularly i: the last 
twelve months, we find that our companies in the United 

States that we are associated with in that courtesy credit 
card are dcing a wonderful business with our customers 
from Ganada; in othey words they take our card and go 
over to Detroit and they buy their gasoline over there 
and all we do is carry the account. 

Q sure? 

A Now that is just across the road, as you know. As I said, 
iir. Frawley, I have never seen competition any keener, 
both wholesale and vetail, in the petroleum industry, 
than it is in Canada today and that applies in every 
Province of Canada. 


Now I do not suppose they sell many radios in Windsor 


G 
either because they can go over to Detroit and buy one 
there? 
vt) I do not know about radios but I do know about the pet= 
roleum industry» 
Q What you wean is if I went shopping around Calgary to 


fourteen or fifteen service stations I might hit on some- 
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body who would sell me for less than the price, and that 
is what you mean? 

You might. I do not know whether you would, ir. Frawley, 
but other people are. 


Re FRAAWLAY: AL. Wwietec 


lite HARVIL: ily. Chairman, may I hand 


this telegram to the witness, it is possibly some in- 
formation that we are weiting for. You were asked 
yesterday, ir. itjiller, to explain how you arrived at the 
figure of 11,000,000 gallons, that is the estimated re- 
fund for the year 1958 as referred to in Volume &, 
ixhibit "468"? 

I should have been able to answer that right at the 
time. As I said, iir- Commissioner, that figure is an 
arbitrary figure and possibly should not be shown in tke 
column 1928, it may have been show;a above that but we 
arrived at that figure as an average for the ten years 
and therefore we thought that it was a fair figure to 
put in there as a basis for 100%. 

But it is just in there as a basis figure, as @ starting 
point, and you took the average with which to start? 
There was no gasoline tax refund to the farmer in 1928 
but we took the average for the ten year period, which 
in round figures was 11,000,000 gallons, 

Then you were also asked to give possibly further views 
in connection with the faizness of using the five or ten 
year average marketing price other than any one year, 
have you anything So add to that? 


jell my secommendation on that is based on the facta that 
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10 
we have subuitteds first, the climatic conditions in 
western Canada which result in whether we have a crop 
or no crop or half a crop; secondly the price that 


the producer secures for his agricultural products 


Which are based on world markets; in other words, we 
have no control over either of those two things. 

The next recommendation 
I uke in connection with that would be if you would 
like to have them, is to give you our ten years' sales, 
cost, consumption, car registrations, similar to that 
which I gave you yesterday for ten years in alberta, 
covering the three ‘jestern Provinces and that I think 
is a very interesting picture and one that I think 
illustrates more clearly than anything else that we do, 
our business rather does fluctuate and our costs 
fluctuate either up or down according to the conditiong 
that prevail throughout the Prairies OVeEY which we lave 
no controls. I do not think that anything could illugs-~ 
trate it better to you than that ten year picture of 
Manitoba, saskatchewan and Alberta which I would be 
very glad to let you have if you like it. 
GR: HARVIL: de might file that as an 


Exhibit 


(DOCU all PRODUCED Haku 

wsRnbD AS BXHIBIT "47e") 
wITN #Ss: Now on that statement if I 
could just, I would like to uake a few remakrs with re- 


gaurd to it, it shows the total consumption in the three 
jestern Provinces collectively from LORG woe LIST ee Le 
shows in addition the refunds to the farmers for products 


used for agricultural purpoges. You will notice that in 


4 
1 = 
’ = 
+ 
> 
we 
at = 
is ars -4 
a= : = 
Ree e . 
af 
a 4 
in 
we 
B 
=< "33 me 
‘ ; = 
a £ 5 


a eye 
ms 
tos 


’ 


: 
. we 
- =- 
, “ 
4 . 
. 2 c= 
~ = 
os a 
ae 
. 
ie 
We: 
sires & 
S= 26 


: aie 
=A 
PS) 
wa 
‘ 


2 7 aot 
S oa 
Pes 
pes 
E Fut 
x 
2 
i us 
‘oa 
ea ~ 2 
ai 5 - 
ra 
as = _ 


Ae He Miller 


a soles Wi lyk e | oe 
Val : 


1928 there are 127,570,000 gallons consumed in the three 
Provinces. In 1929 it went to 159,907,000 gallons. In 
1930 there was the psak year for the ten year period, 
reaching 164,659,000 gallons, In the persentage column 
you will note, starting out with 1928 at 100%, it grows 
to 125%, 129%, in 1931 it was 97%. in 1932 it was 7954, 

in 1933 it was 75%, it came back to 85% in 1934 and 90% 
in 1935 and 119% in 1936 and 114% in 1937. However it 
should be noted that as it shows on the bottom of that 
statenent that there are heavy fuels used that were not 
taxable formerly, that have been made taxable in the last 
year or two. The car registrations you will notice also 
have fluctuated very considerably, but before I go to 
those I would like to refer you to the statement under 
the gallonage refund to the farmer. it started off with 
57,000,000 which was 100% in 1928; it rose to 55 million 
in 1929; it rose to 60 million in 1930 and then if you 
Will notice in 1931 and 1932 it went down until you got 
to 1933, only 34% was refunded to the farmers, or a total 
of 19,591,000 gallons. I mention that, Mr. Chairman be- 
cause that ties in, or that statement ~ am referring to 
here, definitely ties in anc shows the fluctuations due 
to the major industry in Western Canada which is agrioc- 
ulture. You then note that 1% starts to gradually in- 


erease until in 1937 the refunds were 64% of the total 


consumption. It also further jllustrates to you, aa lL 


have said previously, that the consumption of the 


agricultural industry is getting less of a total. i 


pointed out that it was 85% at one time and now it is 


‘ nm On Brel ale e 
50%. The next item shows our amount of marketing expenses 
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and rurther on marketing expenses exclusive of bad debts 
and write-offs; the next column it shows our total sales 
of all products, tenk waggon, that is our direct bus- 
iness and you will notice that it ran in 1928, 35,473,073 
gallons; it went up in 1929 and 1950 and then it started 
to go down and it has not even reached at the end of 19%7 
where it was in 1928; the cost per gallon of doing bus- 
iness at these three Prairie Provinces, started off 

with 1928 at 100%, you will notice it rose until in the 
five years, in five years, which was 1922, our cost of 
doing business increased 66). and the only reason for that 
increased costs was not a question of efficiency, it was 
simply a question of the conditions that have prevailed 
which I cientioned, over which we have no control. 

In addition to submitting 

that statement I would like to submit with it a graph 

that I have made which will shuw you the position in the 
Province of Alberta over a 20 year period. 

wAJOR LIPSETT: Before you pass from Ex- 
hibit "472", would it be possible to get the 1938 figures 
in another column there? 

Well for the three Provinses? 

Yes, you gave them to us for alberta? 

Will you nake a note of that Mr. Harvie? 

THK CHATRMasAN: The chart will be Lxhibit 

be ay gop 


(CHANT PRODUCED Hii .AREKED 
AS EXHIBIT "473") 
WITNESS; That graph shows purely of 
Alberta. It shows the trend of the Alberta wheat yield, 


the dlberta precipitation and the five year run average; 
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in other words we show the wheat yield for that perioa 
und the bushels per acre for that 20 year period and then 
we take a curve which gives you the run average which 
is that heavy line dotted. You can readily see there 
the upsand downs, not only in the production of wheat 
but also in the moisture contents that was provided. 
Believing that your ex- 
perts will be particulariy interested no doubt in the 
agricultural position of yieid, prices, and what creates 
the yield, which is mainly moisture, ET would like to sub- 
mit also, I only have two sets.of the long time average 
annusl presipitation which occurred during the growing 
season, April lst to July Slst inclusive, and the pre- 
vious Fall august lst to October dlst; in other words, 
giving the precipitation,mainly saow fall, from November 
lst to riarch 3Slst not included; that record is from 187 
points, varying from 61 years to 10 years, informetion 
igs obtained from the iseteriological Surveys in Canada. 
You will note it shows quite clearly the position of the 
three Provinces so far as precipitation is coneerned; in 
other words it is quite self-explanatory- 
In addition toy thaca—-= 


THE CHA TRiwk N: Let us deal with that, are you 


offering this as an ixhibit? 


MRe HARVIE: Yes, how many sheets are there 


ino the Exhibit? 
A There are three sheets to that Lxhibit. 
Q fins HARV it: And what about these? 


The first I have dealt with, there are two other sheets and 


then there are two tracers, 
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wR. HARVII: Lxhibit "474" hap really 


five sheets in all, tir. Chairman. 
THE CHARAN: 


Are there five sheet there? 


wl TNiss; Yes. 


(GRaPH PRODUCLD BY THR WI?- 
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& THE CHAIRMAN: : You do not seem to have 
them superimposed very well? 

A They could be better, I guess. The second sheet shows 
the percentage of drought years in the Prairie Provinces, 
years with less than a total of 8 inches of precipitation 
which have oceurred during a long time period. These records 
are obtained varying from 61 to 6 years, from 187 points in 
the three western provinces, by the Meteorological service 
of Canada, and the Research Devartment of the Searle Grain 
Company compiled the information from that. The third 
sheet shows a long time average annual precipitation and 
drought years in the Prairie Provinces which occurred during 
the growing season, April 1 to July 31 inclusive, and in 
the previous Fall, August 1 to Oct»yber 31 inclusive. These 
records are from 187 points, varying from 61 to 6 years, 
That information was obtained from the Meteorological 
Service of Canada and compiled by the Research Department 
Of the Searle Grain Comnany. ft oovers the provinces of 
Alberta, Saskatchewan and Manitoba, and the Table shows 
the details of the long time annual precipitation for the 
number and percentage of years under 8 inches of precipita- 


tion, that is the drought years at each of the 187 points 


in the Prairie Provinces. In other words, that statement 


there gives you the actual figures, and on the left of that 
is an explanation of the Chart and the tabular statement. 


Therefore, Mr. Chairman, in answering that question as to 


why our costs should be considered over a ten-year period, 


as I have already said and submitted in the evidence and 


particularly in that Volume 2, plus the additional 


information mentioned this morning, and particularly 
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going through Volume 2, that is the best I can offer 

as our reason for suggesting that the costs be considered 
over a ten-year period at least ana not any one year. 

MR. HARVIZE: You were also asked for a 
statement, Mr. Miller, as tu the company's position in 
respect to accepting the present posted field price or 

as to your attitude towards the posting of that certain 
price? 

Before answering thet question, Mr.darvie, I would like to 
cd@ to what I just said, and that is we do consider our 
operations as thoroughly efficient, and we are positive 
that the only control there are over our costs have been 
taken care of to the last degree. But the main factors, 
those which we have mentioned over which we have no control, 
are, and are only, responsible for any increased costs that 
we may have in any one year. Now, what was thet Mr. Harvie? 
The company’s position in connection with the accepting 

of the present posted field price in Turner Valley, or its 
attitude to the posting of a price? 

Our views on that are that we follow the posted field price 
in Turner Valley carefully and we consider it fair, having 
regard to all the economic situations that enter into the 


setting of any such price. 


You are talking now about the present price? 


The present price. 


When you say you follow it, you mean you study it? 


We study it. ‘ve have studied it continuously since we 


became interested in the manufacturing in our own plants 


in “vestern Canada. Of course, We studied it before that, 


but now we study it more carefully than we did before. 
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MR. FRAWLEY: 
Q And your study will show 


you it is based upon $1.00 posted field price in Cutbank 
translated into different value, having in mind the 
manufacturing experience, brought to Calgary, taken to 
Regina, taken to the Imperial Oil Company plant at 
Regina and then hrought back tn the field, and that is 
how the 31.30 is arrived at. You know from your study 
Giowle 2OV 1% 18 made up, don’t you, tir. Milter? 

A Iam just giving you our views, Mr. Frawley, as to what 
we think of the posted field price and the fact we study it, 
and as I said just now, we consiuer the present posted 
Tiela price is fair. 

Q We spend a great deal of time with Mr. MeGrath about it 
and we knuw that is how it is made up, 
THE CHA TRIMAN : Now, EF do not know that 
you should put that to the Witness. Surely Mr. McGrath 
distinctly said in the last analysis instead of assuming 
a price in Montana, that some directors of wide experience 
sitting in Toronto decided what they thought was right 
MR. FRAWLEY: Well yes. . L will putas 


of course fairly to the Witness. It is part of the 


Imperial Oil Company's corporate opinion as to —sberpics the 


Imperial would have to pay if they went into Montana to 


buy their requirements. 


THE CHAIRMAN: very different from an 


actual situation. They were not buying. They just looked 


around ~ I do not recall Mr. wceGrath’s evidence verbatim, 


but it is my clear impression that they Looked the whole 


situation over, and they are men of very wide experience 
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and they did what they felt was right. That is just 

the reason why I am inviting the British American, that 
follows them, to see whether they do ‘so blindly. Tf they 
do not follow blindly, then what are their reasons for 
subscribing to this price. We have not yet learned from 
the Imperial, as I appreciate it. the real fashion in 
which that price is mage, and that is what Mr. LeSueur 

is coming here to talk about. 

MR. FRAWLEY: That is precisely what I 
want to do to the Witness, and suggest to him if he is 
CoOLLoviIne 14 ne must) be Tolicwing it blindly, that is all. 
tf wanted first to try and state to him as concisely as I 
could, but I did not do it very well, what the evidence was. 
TH® CHAT RMAN: You left vut one important 
factor, that these directors of wide experience in the end 


more or less arbitrarily fix what is just. 


MR. FRAWLEY: Mir. Harvie suggests that I 


let Mr. Miller finish his statement. 


A As I say, Mr- Frawley. we consider the present posted field 


price fair and equiteble having regard to those considera- 


tions and feel that if those factors are changed we will 


endeavor to see thet the new price be posted to eive effect 


to such changes. That is about the only views I can express 


at this time, Mr. Chairman. 


Q@ MR. COMMISSIONER LIPSETT: Tt would be helpful, Mr. Miller, 


if you could approach this from an entirely independent angle 


and give us your views as to what the correct field price 


should be; end the lines on which you arrive at that Pigs 


or the reason. Why do you colle tO @1%50% 
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Being interested to the extent we are, our people have 
studied it and they consider the present price is feir 
I am sure I am safe in adding this, that any time we LeeL 


that the price is not fair, we would raise enough Cain to 
=) 


either have it changed or we would make some other arrange- 


ments. 
THE CHAIRMAN: I supnose you are in the 
position of Mr, McGrath. YOu say our executive {is keep- 


ing a watchful eye on this, and they would change it if they 
thought it-rieht to do so? 

We would bring pressure to change it. 

Are you one of the officers who determines what the field 
price is to be, so far as your commany is concerned? 

That is considered, Nir. Chairman, by the Manufacturing 
Department and the Marketing Department in a collective 


manner. If there is any further information you. would 


like to have regarding it we 
Mr. Harvie. 
Through Mr. whom’ 


Through Mr. Harvie. 
You see we know vrecisely nothing as yet about the mechanics 
of arriving at the field price. Yithout minimizing the 


evidence we have heard, we do not feel we know haw the field 


price is arrived at in Turner Valley, and it is the start- 


ing point? 


It is too big a problem, Mr. Cheirman, and I am sorry that 


T cannot give you what you want on it. [cle v00) tis 6 


problem for me to express an opinion on without it being 


considered from every angle. 


will be glad to submit it through 
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Quite so? 

There are so many remifioations in connection wigs 

fF am not wrong, am I, in the view, Mr. Miller, I put 

tt to you because I am sure you have tried to give your 
evidence fairly and have considered that which you have 
said, but I can conceive your making many savings through 
efficiency and economy here and there, and making a life- 
study and getting the marketing division an absolutely 
efficient machine, running as economically as it can be 
run, and yet all your work be set at nought by the price 
GOfrerude oileat the refinery door. If you saved a cent 
and ii taccing on 2¢ or taking off 2¢ in the price of 
erude, your saving l¢g does not mean very much to the 
WUULPG Or producer, does it? 

You might be right there, Sir, but there are so many 
economic. factors that enter into thet posted.field price. 
As I ee is quite a big subject....I do know thiss | 
that naturally if the price is too high it cannot go 

far enough afield. In other words, you are going to 
curtail the distance that Turner Valley can be shipped? 
And if it is too low, you are not going to get production 


except by the refinery companies, are you, theme t nae 


companies that are also producers? 


IT woule not think so. Suspose it was too low, possibly 


you would not get the investment made in drilling the 


wells at Turner Valley. 

T do not vress you further upon the point because you 

have made it quite clear that |r. Harvie from your company 
* ny ¢ iW ™ + 52 cj + a”? 

should speak about it. Do you mean Mrs BYicsnervie 


MR. SARVIE: I thoughthe meant if there 
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was any information we could file after he has left 
that would be of assistance they would be glad to give 
it ty me. 

THE CHAIRMAN: What officer of your cOmeany, 
Mr. Harvie, could discuss with us the field price? You are 
certainly interested in the fiela price here in Alberta? 

ifR. HARVIE: I will have to find out and 
get that information. 


THE CHAIRMAN; You have gone to such pains 


and trouble and I have no doubt a great expense to make a 
very excellent presentation, which Mr. Miller has started 
and which no doubt other Witnesses will continue. It wnulad 
seem that that which to my mind is basie on the information 
I have thus far should not be ignored and left in the air. 
I would not suprose that would be the intention of your 
eompany. And the circumstance that you follow, after all 
is no answer at all because it wnuld seem you trould follow 
intelligently if you followed, You tust know why you are 
following any given price, or why you would rejeot it. 

MR. HARVIE: I will take that up with 

the company and see what we can do by way of being of 
further assistance on thet. 
MR. COMMISSIONER LIPSETT: It might be something that 


if you had studied and arrived at the 51.30 as an independ= 


ent study of the situation - that there is also the 


pessibility it may be something that you more or less 


il we E : y are there 
accept just as you accept the railway rates They P 


and unless you are being hurt in some way, you more or less 


accept them as established fact? 
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t am quite sure our people woula not just accent them 

if they were. They have a lot of exnerience in the 
producing end of the business inasmuch as we have a 
producing company in the United States which is a solely 
owned subsidiary of ours. And this price, no doubt, in 
the field of Turner Valley was studied as I say by 
the production and the manulasturing and all departments 
from time to time. That rosted field price, I am sure, 

is considered from day to day. But as Mr. Harvie says, 

we will try and let you have further particulars as to the 
study we make of-it. 

THE CHAIRMAN: You see we move into Mont ana 
after some price and we move into a field of mystery for 
some reason or another. In the end, so far as the Witness 
who spoke for the Imperial Oil was concerned, Mr. MeGrath, 
we find that any figures which were used as a premise by 


him for arriving at the conclusions were assumed figures. 


Well, the field price is not an assumed price. It is not 


ea hypothetical price. It is an actual price. Upon being 


pressed on that point, Mr. MeGrath pointed out that this 


was determined by the senior directors or the directors 


in Toronto who were men of wide experience. Vell, now, 


that is so, no doubt, they are men of wide experience, 


but we are not prepared to assume that they have not 


used that experience and acted wisely and we are not 
prepared to assume the other, either. ‘we want evidence. 


/ i i en ough 
We understand an officer of the Imperial is eracious g 


to say, a senior director, that he will attend here and 


. Ea 1 dy] i: 
give us such information as he can to help us. We fee 
i eRe to 

we should have the views of your company with regard 
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the field price. After all, the field price if it is 
just what the traffic will Stand in either direction, 
all right, let us know oie om 0 Tea em ee, bt Bs NOU, end it as 
is worked out by some process of reasoning in relation 
to other economic factors, let us know what thay are? 

A Aer eens O17 s 
We do not feel we can close the books so far as we are 
concerned as a Commission without Knowing about the field 
price and how it is arrived at;-what the mechanicea of 1% isy 
what is taken into account in coming to a conclusion, and 
how is it approached. In particular, how this we rticular 
price that exists here today is fixed upon. If you follow 
blindly, all right. Theat is all the evidence we want from 
your company. We know what you are doing. But if you do 
study for yourselves and only follow up to the point you 
consider is right, then we would naturally like to know 
how you arrive at it? 

A All right, Sir, we will try and let you have it. 
MR. HARVIE: There are just two other 
bits of information asked for that we are prepared to give. 
We were asked to fill in the 1938 figures on Chart 10 B 
and I think maybe it can be read into the record. This 


is in connection with the 1938 figures on Chart 10 B. 


THE CHAIRMAN: Chart 10 B in Exhibit “444"7 
WR. HARVIE: Yes. 


THE CHAT RVAN: Are you asking to file it 


separately or put it in with the others? 


MR. HARVIE: T think if you added it 
on the Chart. 


THE CHAIRMAN: Ts that satisfactory to you, 
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Mr. Frawley? 


MR. FRAWLEY: Yess 
THE CHAIRMAN: You are appending it to 


Page 10 B of Exhibit 44419 

WR. HARVIE: Yes, Sir. Or we can just 
write the figures in on that “xhibit. It would be simpler. 
THE CHAIRMAN: Perhavs during the recess you 
Vrceeoeee st in. 

Pik. HARVIE: Yes. Then there is this 
other figure on the last page of Volume Oo; Exhibit "468", 


we were asked for the gallonsge refunded. 


MR. COMMISSIONER LIPSETT: In 1938? 

MR. HARVIE: ¥es, and that figure is 
Acer teeue OTe oieke sc a's sie 

THE CHAIRMAN : Will you put that in, too? 
IR. HARVI:: Yess 

THE CHAIRMAN: And that will be all done? 
MR. HARVIE: Yes. 

MR. COMMISSIONER LEPS&STT: Have I got that right, 


Mrasiiorvie -The figure for 1957 was 19 mMillionvessa sss: 


MR. HARVIE: I will check that over 


at the recess if I may. 


THE CHAIRMAN: He will put in the right 


figures for us. 


MR. HARVI®E: Yes. 


THE CHATRMAN : Anything more? 


MR. COMMISSIO™"R LIPSETT: You were going to try and get 
the car registrations for 1939 up to date if that was possible? 


A They would be available, I think. But Mr. Frawley would get 
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those quicker than we COMLay. ':6 only get them, Sir, 

at the end of the year for our Statistics, but I think 
Mr. Frawley could get them from the Department to date. 
THE CHAIRMAN: That is so, Mr, Frawley, 


you could get them more conveniently? 


MR. FRAWLEY: Oh sure. 

THE CHAIRMAN: Will you do so? 

MR. FRAWLEY: Yes, I will, Mr. Chairman. 
& MR. HARVIE: In connection with the 


marketing costs in Volume ©, the figures as presented, 

or rather the distribution of the Head Office and similar 
general expense was allocated to Alberte on the basis of 
Sales value. Mr. Cottle asked that that also be done on 
the basis of pera e ey end I am informed that the figures 
are practically identical. There will not be in excess of 
1,000.00 difference, and I think that is all Mr. Cottle 


maybe requires. If anything further, we will be glad to 


SUOM. Ulu. 


WME. BCOTT LE : Yes, that is sufficient. 


MRS HARVIS: That is all I have unless 
you have something? 


A No. 


THE CHAIRMAN : We can do nothing more 


at the moment. It is just about recess time. We will 


j é a! Mi : g we e 
ask anything we have to ask of Mr. Miller afterwards 


We will take a fifteen minute recess. 


(Go to Page 11,194) 
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MR. HARVIE: I believe, Mr. Chairman, 
your book has been amended with these figures so far 
as Graphs "B" is concerned. So far as the refund 
is concerned, the information we got over the phone 
was for the fiscal year, the Government fiseal year, 
aS against all other figures which are for the calendar 
year and it will take us a day or two to get that. 
Mr. Frawley is getting it for us. 

THE CHAIRMAN: So long as you undertake 
to have the amendmerts made. 

MR. HARVIE: Yes we will, 

Q MAJOR LEPSE?T: Mr. Miller, there is an angle 
of this field price which I would like to get your views 
aboute We have the Imperial picture, that the produetion 
end is dons by a separate company to some extent that 
produces the crude oil for them and we have also so far 
had the picture that your Company directly has contracts 
with a number of producers, producing companies, which 
have been arrived at on a basis very often of helping to 
finance the completion of the well, I would like to 
get the picture of the capital that has been put into 
the drilling of those wells which you have the contraets 
with and the share or interest that the B. A. has in the 
profits and the revenues of those producing welis; to 
pus £t to you from this angle, it might be that the 
correct system would be to have an integrated industry 
producing a good deal of its own crude and refining it 

But if that were the correct view it 


and marketing. 
might also be said that the profits that that company, 
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like the B. 4» should get, should be a reasonable profit 
on the whole operation and not, at all events that the 
profits on producing should come into the picture. New, 
I would like in the first instance to get your views on 
that generally and secondly I would like to get inform- 
ation as to what your company derives out of the use, 
assuming the whole thing is integrated, to the extent 

to which it is integrate, including producing, marketing 
and refining. 

I think, Mr. Commissioner, that ifr. Bronsdon has that 
information or will be siving that information and he is 
to be the next witness for us. Is that right? 

MR. HarVIk: YeSo 

I did not know whether you would like to say something 
about it, Mr. Miller, or whether it was outside what you 
want to talk about, but I think it is important that 

we should know the whole picture? 

Mr. Bronsdon has that for yous 

MR. FRAWLEY: Mr. Miller, I have just a 
few questions and whether you discuss them now or at 
some later date is unimportant so far as I am concerned, 
I would like, I would like you to tell the Commission 
what your consumer-customer arrangement is and the 
facilities which you have given to the commercial 
eustomer and the extent of that business, would you Like 
to do that by filing a statement covering that? 

I do not quite get your point. 

You have certain consumers which you call "“ceommercial- 
s" and you supply them in tank wagon quantities, 


consumer 


tank wagon facilities, which you either give them or they 
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have themselves, you know what I mean, these wholesale 
&rocers, undertakers gana anybody who has two or three 
units, you give them, you sell them gasoline -——- 

THE CHAIRMAN: Undertakers? 

Q MR. FRAWLHY: Yes, even undertakers, anybody 
who has two units I understand can get a pump and a tank 
in his back yard and get gasoline wholasale from your 
company? 

A Well he cannot get a Pump ana gq tank. Mr, Frawley, unless 
he buys that pump and tank or any other equipment. our 
dealers and consumers supply all their facilities for 
dispensing gasoline or lubricating oils. When we make 
delivery to the commercial consumor he receives a price 
in line with the priee which we sell dealers, so far as 
Alberta is concerned, 

Q Yes, that is the arrangement, I do not want to go too 
dcgply into this, you say they have to buy, the consumer 
has to buy his equipment and you will enter into an 
agreement to sell it to him, will you not? 

Bs) We will sell him equipment in the same manner as wo sell 
any other dealer if he wishes to buy it through us, as 
illustrated on the 4greement Mouipment contract 
filed in Volume No. 1. 

Q Yes, and would it be fair, would it be a fair suggestion 
or quite a wrong one to suggest that there is a certain 
emount of carelessness in the matter of collection of 
those amounts owing for equipment which is sold under those 
agreements? 

mi I can only say, Mr. Frawley, that our experience where 


we have sold equipment on a five-year plan at a cash 
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payment and the balance spread over perhaps 59 egual 
consecutive months, our experience is that they are 
fairly current and up to dates in other words, we 
soem to have no difficulty in collecting the amounts 
as contracted for under agreement, 

Q I wonder if it would de a@ great deal of trouble to 
put that into an Exhibit, to put that into a statement, 
the number of these outstanding contracts whereby 
this consumer I am thinking of this principally now, 
in fact entirely, my guestion is confined to the 
comercial consumer. 

A Consumer. 


The number of these people who have your equipment, 


2 


the state of the contract. how much is owing, what 
the original purchase price was and the extent to 
which any of them are in arrears? 
We will be very glad to do thai. 
Because it has been suggested that road contractors, 
that is another type of consumer, that gets his products, 
gets a tank and a service pump end that he will go out 
on a job and use the equipment for two or three months 
and when his contract is ovor the oll company goes out 
and picks up the equipment and no question is asked, 
you have heard tell of that being done I take it? 

4 I have and I will be very glad to let you have a statement 


covering the equipment contracts of commercial consumers! 


accounts. 


Q Ted o 
The price contracted for and the position and the payments 


or the amount owing, if any. to date. 
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Yese Now you have discussed, you have discussed the 
question of the service stations and perhaps quite 
sufficiently and fully; you take the position that 
your stations cost you a certain amount of money, that 
your service stations, which you in turn rent to a 
lessee, are bound to cost you a certein amount of money 
during the year, I mean the service stations that you 
first rent and then in turn rent to your lessees. and 
you call that a marketing expense? 

any cost is a marketing expense. 

So when you fail to collect or even to charge a tenant 
enough rent to pay for the rent which you in turn pay, 
in those cases where you do not own but rent, the taxes, 
you do not see énything Say fh that, you call that 
simply a marketing expense? 

Yes. In the statement which I submitted in Volume 2 of, 
Gavolume | rather, one.or the other, --—= 

You show that, the amount of it? 

I showed, I think, that the rent and taxes we pay as 
against the rent and taxes which we collect geve us 
about »283.00 more; in other words, we collected 
4283.00 more than we paid out in the year 1938. Re 

also pointed out there that ---~- 

Just let me stop you there? 

Mae cost per gallon ---- 

YesSe 

Including business ot the service stations of which there 
are only a few, the only places we have service stations 


4n the Province of alberta are the city of Edmonton and 
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the city of Calgary, Banff and two other points outside 
of those two cities. 

Yes? 

and all of which were listed ana I think I said there or 
it showed in the statement that the cost of doing business 
through those stations was less than the cost of doing 
business through our bulk sgency plants. 

Now I see in a statement in Exhibit "468", Volume 3, that 
the expense, the filling station expense was 937,714.97, 
from which has been subtractod a revenue of p25 ,261.91, 
leaving an amount of ~14,483.06, which would be ealled 
"filling station expense", now what is that expense of 
$37,714.979 

Might I have my statement. it is in my bricf case back 


there. 
MAJOR LEPSETT: Where is that statoment? 
MR. FRSVLEY: It is half a dozen pages 


or so, they are not numbered. from the back. It is 
Qnlled "schedule of marketing expense in the Province 
of ilberta for the year 1938" and it is the second 
sheet of that. 

What page was that, Mr. Frawley. 

Well it is the second page of your marketing expense 
for the year 1938? 

Filling station expense? 

Yeso 

$37,714.97? 

Yes? 

Less the revenue received is $23,231.91. 


Yes? 
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Leaving a difference of pl4,483.06.6 

That is right, what is that expense? 

ace our costs. 

That (37,000.00 ~----- 

That is the cost to us of the total business we did to 
those stations. 

Cost to you but ean you tell us something gbout what 
that cost is, rent paid out? 

Yes, that covers our cost in connection with land, 
buildings, miscellaneous construction, pumps and tanks 
and the equipment and miscellaneous equipment, all of 
which amounted to (+14,289.41. That is an expense to 
US» 

Vell, is depreciation in there? 

Yes. 

Then thore is an item of depreciation in the very next 
group, service stations, $14,712.57, the very next, 
following right on there, under "depreciation, service 
stations. $14,712.57", the same sheet we were talking 
about, if you are looking for what I am looking at, 
Mre Miller, it is the same sheet, the next group, 
depreciation, well, Mr. Miller, Mr. Harvie says ---- 
That is general depreciation you see there, that is 
the general plant and branches end agencies, 

But the next item? 

Service Stations? 

Yes, 614,712.37, Mr. Millor, before you answer, Mr. 
Harvie has mide the suggestion and he says Mr. Cottle 


has been talking to Mr. Bronsdon and Mr. Bronsdon is 
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2 7p 


_ corrects me? 


going to prepare an analysis and reconciltation of 

those amounts so I will not bother you with the 

figures but I will discuss it with you very generally. 
You have a ceztain amount of expense at the service 
stations each year, I suppose, I suggest you pay 

rent to the lendloré ana you pay taxes and you pay 
insurance and in other places where you own, you have 

the taxes and the depreciation.san 

Taxes, depreciation, repairs, maintenance? 

Yese 

Painting and decorating. 

which all adds up to so many dollars, but it is the 
policy of your company, as with the Imperial, that you 

do not seek to obtain from the service station operator 
6nought rent to cover those disbursements which you 
make, now it is only the prinsiple ---- 

Our objective naturally is ---- 

The disbursements which you make as a renter, Mre Cottle 
Well our objcctive is, if possible, to secure a return 
on our investment of what bank interest might be, say 

5% or 6%, plus the taxes. That was our objective. 
During recent years that objective has not been sustained 
and the reason being, as I said this morning, that due to 
the free competitive condition which exists in the rotail 
business we naturally are advised by our tenantg from 
time to time that due to selling at low cost, meeting 
competitive conditions which are offered in that particular 


city or town, they cannot pay the rent that we would Like 
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to secure and there is a case therefore, where we 

have to consider every one on its merits and we 
compromise or adjust accordingly. If those 

retailers were securing a greater Margin of 

-profit or in cther words the consumer was paying 

more for nis requirements, we would be able to 

obtain our objective which is a return on the 
investment plus taxes but as I said yesterday, there 
are other things,in addition to competitive Situations 
such aS meeting prices or selling at lower prices, and 
those are regulations that haves come year after year, 
added regulations, particularly those governing hours 
of labor and salaries which have to be paid; in other 
words, when our service stations were built the 

ma jority were built several years ago and seach year 
some change. due to the economic forces. had to be 
faced and as I say, we face those and adjust the 
position from year to year in tae best manner we know 
how » 

Well now, I say it is simply that it is the policy of 
your Company to not demand from the tenants of your 
service stations all of the disbursements which you in 
turn have to make? 

It would be our policy if we could get it. 

L seeo Now you said a moment ago, Mr. Miller, your 
policy wag to get taxes plus interest. Now even taking 


it at that, that does not cover all of your disbursements 


in any event? 


Noo 


Then it is your policy to only seek to got, you do not 
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6ven endeavor to get any more than just taxes plus 
interest? 

é, is I said, Mr. Frawley, to give you a further illustration 
of that, we might have premises that have been giving us 
a satisfactory rent which would cover all our taxes 
and depreciation and other incidentals, then possibly 
we have been requested and after consideration deemed 
it advisable to make oxtensions to those premises and 
in due consideration of which we would receive further 
rente That has been done and then as I said Just now, 
due to the economic forces over which we have no control, 
we found in a yoar or so thet that pieture has changed 
again entirely and we might be back to a less rent 
than we secured for the original building. 

Q Well, Mr. Miller, perhaps I can put it this way, what 
is in my mind, if I rent a residence from Mr. Harvie 
and then you became my tenant, I would have to get from 
you every cent of rent I was paying Mr. Harvie and even 
perhaps something else and I put it to you, that your 
service stations are not leased on any such basis as 
that, that you constantly and continuously and I think 
the analysis will show thet in each and every station 
that you own and rent, there is scmething left over 
and above that, that your company has to carry, which 
you call an expense, I am only discussing the principle 
of it now, why do ycu operate in that way, why do you 
no demand from your tenant what the ordinary renter 
does in renting a premises? 


b In the statement I submitted, tire Frawley cevoeece 
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What statement is thet? 

I showed, I think it is in Volume 1, I showed that the 
rental we received for our total service stations in 
the Frovince of Alberta was 622,631.91. 

So that I can follow you, would you mind referring 

me to the statement. 

If you will look at your service stations! statement 
which I made, I think it is in Volume No. le 

Do you mean the service station gallonage and costs, 
we have a total of 13 service stations in the city of 
Calgary, that one? 

het is right. 

Mi JOR LIPSETT: “hat page is that? 

MR. PRS:LEY: It is not pazed, Mr. Commiss- 
ioner, but it is just immediately preceding the large 
Capel Exhibit "L"; £ mean Volume le 

I show in that statement that the total gallonage sold 
to all service stations in the Provinee for 1958 
amounted to 1,356,855 gallons and I show we received 

a rental amounting to 722,631.91, against which we 
paid nut rent end taxes of 22,599.49, leaving us a 
d@ifference of 1232.62, above the rent and taxes paid. 
Yos, and we are right back to where we Started, I put 
it to you, you are still out youi depreciation, your 
painting, your repairs, your insurance and a multitude 
of other items like that? 

We ame, and I think, as I said Mre Frawley, that these 
out-of-pocket expenses which you mentioned give us 


the cost per gallon of doing business to those stations 
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of, I think, 1.69, which I said was less than doing 
business through our agencies. 
I understand that very well. 


and as I see it, I eannot see very much differonce.e 


( Go to Page 11,206 ) 
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A. H. Miller. Bene 
T know, and I am only putting it to you, that - I put the 
blunt sugvestion to you if the service station man cannot 
pay rent that the ordinary person has to pay then let 

Diep eLdeip, «thatois all. 

Vell, Mr. Frawley, in answer to that if people, that is 
men leasing or owning, together with their house, are 

not making a living out of the service station, you can 
rest assured they will fold up. 

THe CHaATRMAN But you are not in the same 
position as an ordinary landlord. You do not want them 

to shut up, you want to sell your products? 

When we find some €cOnomic coudition that prevails, and 

it is economy that settles or determines when it is 
satisfactory, there are many cases where we have folded . 
up stations. In other words, if we find people cannot make 
a living then the thing to do is to close them up. We 
also think if a man is making a living then why close 
the place up and put those fellows out of 

@® livelihood. They must be making a living; otherwise 
they would not remain open. 

MR. FRAWLEY: There is a lot of talk about 
multiplicity of service stations and duplication of 
service stations. Now, perhaps there is nothing in it 
and perhaps it is just a myth? 

Maybe you are referring to this statement on the wall. 
There is one of the greatest exceptions that there is 
in this Province or in any other Province in Canada. 
Here you are on the Jasper Highway. When the British 
Ameriean built their station on Jasper Highway it was one 
of the first stations. And that highway, 4S you know 


better than I do, is a highway of some 50 or 40 miles, .and 
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BPH MELTS: pence 3 

at that time there were very few outlets on that highway. 
In addition to that while you see the stations all 
jumbled up together on that particular Jasper avenue 

you do not show where the restrictions that will not 
permit of service stations to go further south or nath 
exist. In other words, if I remember correctly, there 

is a big residential area off Jasper Highway, which area 
18 restricted. 

Q That is just Jasper Avenue? 

A Under ordinary circumstances in any city or town where 
restrictions do not prohibit us from erecting stations 
in that restricted area you would find these service 
stations that you see here would be located more convenientl. 
to the motorist in his particular district. 

Q I agree you would not expect to find a service station 
on 16th or 15th or on one of those streets. Those are 
residential streets. Naturally, it would be on Jasper 
“venue. 

A That service station we erected there was the Lirst oz 
second service station on the highway. The same thing 
applies to Government regulation, governing licences 
and the reason they have not been used. 

Q I do not want to labour this thing, which is just as 
worrying to me ag it is to you, but I want to give you 
an opportunity to explode the myth, if it is a myth, 
that there is too much service station distribution. 
Perhaps there is nothing in it at all, but I am just 
Suggesting to you if you do not put the props and keep 
the props under these service stations they would fold up 


and perhaps then we would have a less numher of service 
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mcs eh 
em wi) ley: 
Stations which might result in decreased costs. Perhaps 
SvewOuldomot. oT ao not know anything about it. But I 
would tike you to give your views’ 46 the Commission? 
You might say there are too many drug stores and too many 
grocery stores. 
This Commission is Only set up to investigate the petroleum 
industry? 
These particular drug stores and grocery stores and so forth 
they are making a livelihood for Somebody, regardless of 
whether it is just a living or better than a living. 
I will say this, I do not consider, as I said in my 
evidence submitted, that the industry does have as many 
service Stations aS some people would lead you to believe. 
Fn other words, as I said, only 10% at the most of the 
total retail distribution in the Provinee of Alberta, 
and that applies to the three vestern Provinces, is owned 
ar controlled by the industry. Now, if there are too 
Many retailers, a man doing business for himself who has 
to supply his premises and buy the equipment to do his 
business, we cannot control that. In other words, if there 
are too many they are owned by individuels and all we own 
does not exceed 10%. 
You have suggested something there to me, and see if there 
is anything in it. { build a service static, dealing 
with a private individual and not the British American 
or the Imperial. But I enter into an arrangement with 
an ordinary individual to build that service st#tion and 
I am not, as his tenant, in as good a position as a tenant 
of yours. He is not interested in the sale of g:soline. 
He would let me fold up pretty quickly if I could not pay 
him all these things, his taxes, if he had any and I suppose 


he had, and his depreciation and these other things. 
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Ir [ could not pay him he woulda Simply let me fold up. 
Now, if I was fortunate enough, or unfortunate enough, 

to make an arrangement with you, you would keep me there 
as it appears from this record, because you would not 
charge me as much as the individual I have just given 

you an instance of? 

We might for a while ana then if we found it was 
unprofitable to you ana in addition unprofitable to 
Ourselves, we would close it Os 

That record would be disclosed in there. You have 

closed up----I am getting at whether there has been some 
closing up, perhaps you hsve, and there may be---- 

We only have, I think it is, 28 in the whole Provime. 

My view is this, that not only in this Provinee but 

oth r Provinces you have regulations governing and 
controlling the number of retail Outlets that there shoulé 
be in the Province of Alberta, which regulations I under- 
Stand have been in effect for a long time. 

Since 1936? 

and, as I say, those rezulationg have not been enforced. 
AS a matter of fact, there have been, I think, several 
hundred new outlets established in the Province of alberta 
Since your regulations became effective. Is that righ t? 

I am sorry. What did you say, I was not listening? 

I say there have been several hundred new outlets 
established in the Province of Alberta since your new 
regulations became effective in 1936. as a matter of fact. 
I understand that you welcome anybody to come in and make 
further distribution, and glad to have them in the Province, 


We will have to hear from them about that. I presume there 
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have been licences igsued since the regulation came into 
force. I take it most of your stations were built before 
that licencing act was passed? 

I think it would be very interesting to have the number 
of retail licences that have been granted since the act 
became effective. 

Iam certainly getting all the Suggestions from you that 
might be of interest to the Commission? 

You have that information at Edmonton. 

I think we have chased that around Sufficiently. Now, 
Mr. Miller, what is your view as to the Justification for 
the 23 cent differential between standard and Ethy} 
gasoline? 

As I said yesterday, when I was asked by Mr. Charrman, 

I said it did not make very much difference as far ag I 
could see to this industry whether we sold Bthyl gasoline 
or not, except that there was a definite demand for it, 
and that particularly applied to motorists coming in from 
other Provinces and more particularly United States 
tourists. I said at that time that we did not make any 
additional profit out of Ethyl gasoline than we make out 
of the standard brand. In other words, the ingredients 
used and the additional facilities, both manufacturing 
and marketing, take care of the differontial or rather 
absorb the differential that is charged. 

That is what I mean. You say the 2% cents is literally 
or practically a necessity on your part, is that what you 
mean? 

That is right and Mr, Bronsdon can give you further detaiiae 
of how that is made up if you wish it. 


That is very interesting if this 2% cents is all taken 
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up in extra manuracturing costs and extra marketing costs? 


Yes. 

That is the point? 

Yes. 

Now, there igs at the present time a 4 cent differential 
between 3rd structure gesoline and standard gasoline in 
Calgary and in certain parts of the Province. “that is, 
in your opinion, the justification for the 4 cents? 

Well, the majority, I think, of the area where the 4 eent 

differential exists is south of Calgary. There is some 
north of Calgary but not very much. The majority is in 
the south here. 

It goes to Red Deer? 

That is due to competitive conditions and particularly 
apolies to the importations from Montana. The allowance 
or the differential is 24 cents, but additional allowances 
have been made; in other words, to meet competition where 

we feel it necessary. as I said the other day, we cannot 
pull out of any one part of the Province. We are in thre 
and we have to stay there and we have to meet competition 


and market our goods against competition. 

Yes, I know. we know it runs up to and just includes the 
Gity of Red. Deer in the north and. runs out in the east az 
far as Hanna. But what I am putting to you ig what is 

the justification from the standard of qualtiy and the 
ability of these two gasolines for the spread being 4 cents. 
That is my question. 

Well, I can say this, that 3rd grade structure is being 
sold at a differential helow "Q" brand or standard brand 


and is naturally of an inferior quality. 


Yes? 
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4nd can only be used in old type cars. About the only 
people who should buy it are people that have £ot an old 
type car and are looking for a low priced product. For 
tractor use it is quite satisfactory. 

Mr. Yottle ealls my attention to the fact there is only, 
in Montana, only a refinery differential of about 1 cent 
or 1g cents butween 3rd structure and standard or "9" 
brand, standard non-leaded gasoline. “hv the differences 
there in the----- 

It does not make any difference as far as I can see what 
the differential is in the State of Montana. We have a 
gasoline below the standard brend and the basis should 
be what the actual price is and not the differential. As 
I pointed out, that white gasoline is coming into alberta 


ai 


at 53 cents per gallon. You said you had further evidence 
from Trimble that he was buying it at 5 cents per gallon. 
S50 the differential does not mean anything when it is 
below stundard brand. 

If there is such a need to pull down 3rd strauature, why 
should not there be the same need to pull down standard 
gasoline, ever so slightly, in s»lberta. In Calgary. 

By reason of competition from liontana? 

I said yesterday our price of standard brand gasoline 
per Imperial gallon is 1; cents lower in Calgary 

than it is in Montana, and as I have said right along, 
I do not see how we can possibly make these prices 

very much lower, if any. 

I would like to explore this with you. I think, .perneps, 
it is important. You say you have a 4 cent differential 


in a large part of Alberta between 3rd structure and 2rd? 
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Mainly in the south area, 

Yes, and it is due to, certainly due to some extent to 
Montana competition? 

AS you said yourself, Mr. Frawley, all the Montana 
competition was coming in iS south of Calgary. 

Then it is due largely to Montana competition that this 
4 cent differential has been required? 

Considerably, yes. 

Now, then, if we find the two products fairly close together 
in price in Montana at the refinery, then why are they not 
closer together in this Province? 

They were close together, lir. Frawley. They were 2% cents 
largely. If you look at the "National Petroleum News" 

you will find that 3rd structure or white g:soline in the 
State of Montana sometimes, as Mr. Cottle says, has been 

1 cent or 1$ cents below the standard price gasoline. 

But if you look at the "National Petroleum News" of recent. 
date you will find where the differential between white 
gasoline or 3rd structure gasoline in the State of Montana 
and the 2nd grade is as wide as it is in the Province of 
Alberta. 

I am talking about the refinery price in Montana, and I am 
pointing you to the narrow differential between the standard 
gasoline and 3rd structure gasoline in Montana at the 
refinery? 


I am talking refinery prices. 


and I say that there is a wider differential in Alberta 
petween 3rd and 2nd than would seem to be warranted when 


it is chargeable in large part to Montana competition, 
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Have you the "National Petroleum News" that we brought over 
this week. The "National Petrnleum News" is the price of 


authority. June 28th. 


THE CHAIRMAN: 1939? 
Loo Roi. 
MR. HARYIE: Exhibit Number? 


Exhibit No. "464", The regular grade gasoline in Billings, 
Montana, was 12.5. at Butte, Montana, 14 cents. 

MR. FRAWLEY: thease are tank waggon? 

Yes, Sir. Great Falls, Montana, 13.5; Helena, Montana, 
14.5; Command gasoline, which is their 3ra grade, 

Butte, Montana, 11 cents. 

What differential is that? 

That is 3 cents below the standard brand. Great Falls, 
Montana, 10% cents, which is 3 cents below the standard 
brand. Helene, liontana, 133 cents, which is 1 cent below 
the standard brand, and these are U. S. gallons. 

MR. FRAWGEY: Has that anything to do with 
the 4 cent differential that is charged between 2nd and 
ord structure gasoline in alberta, for instance? 

Our differential on 3rd grade structure has been 2% below 
and the only places where it is greater than 2% below is 
where we have had to meet the rotten competition from 
Montana. 

Something compelled you to establish a 4 cent differential 
at Lethbridge between 3rd structure and standard? 

I have said what it is. 

And in Montana the refinery differential between those two 
structures is 1 cent and a half? 


MR. HARVIE: He just made it over 4 cents. 


You mean the Montana refinery? 


MR. FRAWLEY: The Montana refinery. 
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fees Mi ver, 
MR. HARVIG: It is over 3 cents. Over 3.6 
cents. 

MR. FRAWLEY: Those are tank waggon prices. 
I am talking about refinery prices. 

MN HAWIE: Where do you get your refinery 
prices? 

ve have not got any such thing as refinery prices. 

MR. FRATLEY: Mr. Dempsey's evidence. 

I would say if the tank waggon price is 3 cents below, as 
I see in the "Netional Petroleum News" in the State of 
Montana, below the standord brand, if they have a refinery 
price the refinery price would have the game differential 
below the standard brand. 

Mr. Dempsey has not given us any quotation on non-leaded 
standcrd gasoline. Mr. Miller, you have a price that you 
give your jobbers in Calgary, the Great Yest Distributors, 
11z cents price ut Calgary? 

TREC Seri echt’. 

Now, the evidence is that the Texas Company refinery price 
is 7% cents on Imperial gallons and a calculation on the 


importation will show you that the laid-down cost of that 


eerrousin-Calsary is 12.935 cents, 


MR. MaCLEOD: Standard? 
MR. FRAVEEY: Fire Chief, standard gasoline; 


Tee, ciiyeveiug il -cent, the freight to Calgary beinpro.7o 
cents, and the sales tax being .68 cents, or the laid-down 
cost at Calgary is 12.934 cents. Now, you sell gasoline, 
that same gasoline, comparable gasoline to the Great “est 
at Oalgary for 11.25 cents. ‘hat is the justificetion for 


having that jobber price so low? 
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A. H. Miller, aa ies 
Well, it is a ease, I Suppose, - there are two or three 
reasons; one is that I consider the Great West 
Distributors are Jobbers larger than the average jobber 

in Canada. In other words, as a jobber they are a bigger 
Jobber than the majority and, therefore, as I said ths 

other day, I consider the Jobber buying one million gallons 
as against the man buying 250,000 gallons is entitled to a 
better price in the first place. Secondly, the Great Vest 
Distributors, or any jobber of his calibre, could if he so 
wished build his own refinery and manufacture his own 
products. If he did not do that there are plenty of others 
probably would like to associate themselves with him and 
they would have a refinery anyway. Therefore, we feel 

that that additional throughput is of some assistance to 

our refinery costs and we set our price, taking all things 
into consideration. Particularly as the Great West 
Distributors have bought 100% of their requirements from 

us for a long period. Furthermore, they could have left 

us As many oocasions, as I said, and gone to the State of 
Montana and bought products for less. But being desirous 

of handling a product that is made in Canada and being 
desirous of having a product with a uniform high standard 
specification, notwithstanding the fact they could have 
bought for less, they have stayed with us and paid us more. 
The reason I put the 7.5 Imperial gallon refinery price 

to you was that I was presuming that the Great West 
Distributors could not buy any better than the Texas Jompany 
of Canada can by in large quantities on specification 
gasoline. Jo you think they could and if so from what 


refinery? 
I do not gay they could with all products, but they certainly 
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could with a lot of their products. As I say, 50% of 


their sales are no doubt Similar to ours, or more, possibly 


60% of their sales are to farmers, and that would have been 
a product they could have bought at least at lower prices, 
which the evidence hag proved. 

Vell, what we have then is that you look at the price at 
which they could profitably import and you discount that 
to keep him from building his own refinery. That seems 

to be what-~--- 

MR. HARVI2: Who gave you that idea? 

MR. FRAVOEY: Just a minute ago Mr. Miller 
said he was concerned with him building his own refinery. 
I did not say I was concerned with him building his own 
Petomery. 1 said hexcawld. 

Is that why you gave him something better than he could 
import it from Montana for? 

Our price to Great est Distributors has been based on 


+r 


general competitive conditions and T cannot add very much 


more to what I have said regarding it. 


TH: CHATRMaN: One of the things you gre 
eoncerned with, and I suppose everybody is who is in any 
business, is if you can keep down competition by giving 
them a sufficiently attractive proposal you do so? 

Yes, Sir. We have taken, as I said, everything into 
consideration. There is a large volume there. If we 
cannot make much money on it it does help us with our 
throughput on the products that we sell direct. 

MR. FRALEY: But then you say again unless 
this question of excessive distribution is just a myth, 
you give the Great West Distributors a héetper spores, 


and let me put it to you,than he could get in Montana , 
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and he promptly puts a distribution system all over 
Alberta? 

Where did he get his licences from, Mr. Frawley? 

Welt, Iemean*if that is the Only answer then we will have 
it as such. Butt TI Suggest why---- 

I think thet is a very important thing. You speak about 
this excessive distribution, as I said a few minutes ago, 
and yet you have the thing in your hands to control by the 
regulations as thev exist to-dey. 

What ycu are suggesting seriously is that Mr. Maokengzie's 
Operations could be curtailed by simply denying him a 
licence here, there and every place? 

And sO could everybody else's. 

That is quite true. That certainly could be done. But I 
am asking you whether you feel you are in any sense 
responsible for the wide distribution which Mr. Maekenzie 
has built up, because you have given him a very fine 
price on which to operate, a very large margin on which to 
operate, and a better one than he could get if he went to 
the only place I know of where he could get his products, 
and that is the State of Montana. 

I do not agree with you. I said maybe >on some products 

it is not better but on 60% of his business, due to the fact 
I think that 60% would be farm products, it would be better. 
You say with regard to 50% of Mr. Mackenzie's purchases 
he could do better tnan he could if he buys from you? 

I said he could have gone down on many occasions. 
Can you tell us now whether he could or not? 
Well, I think the prices that we quoted there indicate 


very clearly, Mr. Frawley, that had he been buying in the 
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State of Montana farm petroleum products at the same 
prices Trimble bought at, he would pay less money in 
buying there than paying us at our prices, south of 
Calgary. 

We may be spending a lot of time about this, but we think 
it is important. Let us take Mr. Trible's 5 cents, which 
is 6 cents on Imperial gallons, that Mr. Mackenzie would 
pay for his Srd structure gasoline. He pays 1 cent duty, 
that is 7 cents at the Border. Then .56 cents gales tax, 
7.00, and freight, 3.75 to Calgary, that is 11.31 cents, 
Mr. Liackenzie wauld be paying. That would be his laid-dorn 
cost at Calgary for 4rd structure gasoline? 


if he paid freight, did you say? 


fone welguireionry, did you say? 

Fea,eeero cents tireight. 

I have already said the freight is too high, and Mr. 
Madkenzie does not ship by freight. All his requirements 
are transported by truck. and whilst your price you 
speak of is f. o. b. Calgary I said sauth of Calgary. 

If you took that price at the Border you might be paying 


too much. 


(Page 11,220 follows.) 
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7.56 cents is after paying duty and sales tax and con- 
verting it to Imperial gallons, 7.56 cents at the 
Border? 

All right. Wow if he took my product=--+ 

ét the refinery, I aa sorry, at the refinery, but duty 
paid and sales tax paid? 

Another 40 niles, that does not aflount to a great deal. 
No? 

If he bought his product at Galgary and took it down 
there to Lethbridge there would be « difference, I think 
Of possibly a cent and a half or 2 Gents, would there 
not, in buying our product and taking it down to that 
area. 

First of all have we left Calgary and if. so why, let us 
settle Calgary and go directly to Lethbridge if you wish? 
But I said south of Galgary, i.r. Frawley. 

He has to have these gasolines you siy,he can buy better 
in .ontana with respect to his third structure gasoline, 
now you do mtiean in the whole of the i’rovince? 

I said this, that I estimated 60% of the Great West Dis- 
tributors' sales were to farmers. 

Yeas? 

In other words I said they have a greater percentage of 
farnl business to the total than we have. 

Now what percent of the o0y---- 


And as the Great jest Distributors operate not only in 


Northern Alberta but in Southern .lberta, and as its dis- 


tribution in the South is as to the North, I showof 60% 


at least. if not siore, on sany occasions for quite a long 
, 


period he could have bought in the »tate of ..ontana and 
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Saved money in so buying as buying from us. 

q Zou are back to that general statement. L took wir. 
Trimble's 5 cents a gallon and tried to work it out, 
now what do you say about the 11.31? 

A Pouse@e ke it 7.56 at the refinery door. 

Q, 7.00 and 3.75 cents freight? 

A Well it would possibly be 8.56 at Lethbridge. There- 
fore if he bought my product at the price you mentioned 
there f.o.b- Calgary and transported that down to 
Lethbridge as I said he would be paying a cent and a 
half to 2 cents oore for our product than he is for 
theirs. Now I know that to be the fact because the 
Great west Distributors are withdrawing and have with- 
drawn from some products they are selling and have been 
selling in the Southern part of Alberta; in other words 

they are gradually pulling out of the farm products and 
they are selling standard products only in the South 

part of .lberta because they lost money on what they sold 

there. 

Q We will follow it up when we get the freight rates. 

THs CHA TiiuwAN: Just what are we after? 
mRe PRawW iY: an analysis of the prices 
charged the jobber by this company at Calgary or anywhere 
in the Province of alberta with a view of finding out 
whether those prices are less than the sate jobbers can 


purchase elsewhere and the elsewhere being siontana in 


all likelihood and that is all, tir- Chairman; in other 


words, whether or not, it comes to this question of the 


jobber, which has got to be explored and which I heard 


yourself mention fron time to tine, that the position of 
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the jobber has to be explored and I sake the suggestion 
Go the wittess that the Great eat Distributors, and 

1 made the sane suggestion to ir. Halverson, that the 
jobber prices which are being quoted, set up the Jobber, 
if I way use that expression, encouraged him to duplicate 
the facilities which are already in existence. It is 
that and no more, and it is something which has to be 
commented on by other witnesses but it seems to me it is 
the ground work, it is fundamental it seems to me. Now 

i think it might be---~- 

TH CHARAN: You are going first of all 
to explore it with the witness and the witness says at 
the moment, which would seem to be pertinent, that there 
should not be any more Jobbers, then why give them 
licenses. 

wite FRAVLGY: Yes, and why give his comvany 
any more licenses or the Imperial Oil. 

WITN2SS: I wish---~- 

wRe FRAWLHY: You see, ir. Chairman, the 
licensing branch of the alberta Government, according to 
this witness, could decide this momentous question. 

WRe HARV: three years ago. 

WRe FRAWLEY: Yes, and could decide that 
there should be no jobbers in the Province of Alberta and 
then give them no more licenses but my respectful submission 
is that is one reason why the Commission has been charged 
with exploring it and iir. Miller says "Just tend to it 


yourself and end this all", but thet in my submission is 


just too large a statement 


I did not suggest that. I did not suggest you cancel any 


licenses» I said you had the control in your hands to not 
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issue any further licenses, since 1936, ana I said alao 
there have been several hundred issued since that time . 

I simply say---- ~ 

It is really a case like what we saw in the maritime 
Provinces where they have regulations and they were not 
being enforced; in other words there ig not one regula- 
tion down there that I know of that is being enforced. 
whe FRAWLEY: irs iiller, so °tareaaen 

am concerned, this board is appointed to explore every- 
thing in connection with this industry, ineluding the 
distribution, everything, everythins, but I aa putting it 
to you, I am accepting what you say that the Provincial 
Licensing Department could have settled the problem I am 
discussing with you now, first of all, if they had con- 
sidered it an evil, and I am not suggesting it is an 
evil, I an simply exploring this for the information of 
the Comiission and I make the suggestion to you that the 
spread you have given the jobbers has resulted in the 
setting up of a very great deal of extra facilities. ile 
Rave not even made the point that the extra fucilities 
affect the price so do not let us jump to conclusions? 

I do not agree with you, u.re Frawley, and I do not think 
that your statement that the price to jobbers. as I said 
the other day, the tank car price prevailing in the Province 
of Alberta is ¢% cents below the tank waggon price, that 
is supposed to be the price so far as we are concerned. 
what price, iir. :.iller, is 53 cents? 
That is what we set as the basis for our tank car price. 
Tank car price? 
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Q How many cara do you sell at 3% cents under posted tank 
waggon? 

A Wot very many, we used tO 

Q Of course and-~--- 

A we used to but you spoke of this excessive distribution 


and naturally the wider the distribution or the more 
duplication that you speak of, the more competition 
i think that the, since 1936 this excessive distribution 
if any and particularly new comers into the business, new 


a ae 


coipanies coming into the business and 2 lot of those [I 
reterved to, the in and out companies that are here today 
and gone next year, could have been very very much el- 
iminated by the regulations which you have in effect. 

Q MRe Miller, I wonder if I might aake a statement. Perhaps 
you are reading more into my questions than is there. Let 
me assure you that I have come to no conclusion, I an 

making no submissions to the Co:mmission and I presume the 
Commission has come to no conclusions at all but one of 
the things, I hope you understand ay position, one of the 
things the Commission has to explore is the whole picture 
of the jobber, the whole question of the jobber, every- 
thing concerned with him, therefore I have to put before 
the Commission as much as and as well as I can everything 
about the jobber. Now let us get on the right track. [ 
am offering no opinion at all as to whether the jobber 
should be there» Perhaps we should have more jobbers, 

I just want to explore it and that is gil, I am very dia-= 

passionate about it. I have no views. You may not be 

dispassionate and you may have views about it and if you 
have all right but it is not right, it would not be right 


for me to have, and I au sugzesting that you are giving 
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to ilre wokenzie, I am just suggesting to you, that he does 
flourish by virtue of the fact that you have given him a 
better spread and you have, you are even, then, ina 

sense responsible for this excessive distribution and that 
is as far as I go, whetier it isa good thing or bad thing 
I know not, 

L do not know whether you have developed the business of 
the Great vest Distributors or whether they are coming here 
to give evidence or not but I will say againe--- 

Yes? 

jeu if they are I think they will be able to tell you 

the same as I have told you that for the last two years 

in particular, which has accelerated month by rionth, they 
have gradually pulled away from naking sales South of 
Calgary except a few of the standard brand and ithyl 
gasolines,they have given up the sale of distillate, they 
have given up the sale of tractor gasoline in that area 

to a great extent. I do not say they have pulled out en- 
tirely but they have pulled out and they are only selling 
just what they have to sell and they hope to goodness they 
do not have to. sell it. ‘hat is their statement to me. 
THe CHA Tit: Al: To get down to what [ con- 
eeive to be the meat of the thing, exe jobbers essential 
to the marketing of petroleum products? 
Speaking-=--- 
whether you did sell by .:chenzie or did not, “why 
jobbers", there uiay be good reason for them and if so 


what are they. If you are capable of marketing the goods 


en ae ee 


yourself and you are doing it all the tin 


Our policy, mr. Uhairnan, throughout Gamada has been as 
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much as possible to market direct and we consider that 
we should saintain that type of policy, direct market-~- 
ing, as long as you have proper facilities and you are 
able to give the services to the community, that should 
be sufficient. 

That is to say, vou see no need for the existence of 
jobbers but now so long as the jobbers are allowed to 
function, I take it thut you want to keep FONTS tdlice bats 
in the whole field comparable to that of your compet~- 
itor? 

Yes.» 

If they are doing business through jobbers and thereby 
getting a greater volume through the activity of those 
jobbers, do you want to do the same? 

Yes- 

But if they could be eliminated entirely, is the industry 
harfied or is it nov? 

I do not think it wouldbe harmed,sir, becuase if they were 
not marketing why that distribution would be sold direct 
by the intregated companies such as our own. 

So what useful purpose do they serve’ 

Well I cannot see that there is any useful purpose. 
wAJOR LIPSETT: You leave them to justify 
their own position without you attempting to do it? 

That is it. 


THe CHATHUAS: That is all they will do, 


Lomiustaryiit, bud I want to Know from you whether you 


believe or not that their existence ie justifiable? 


hs I paid, ire Chairaan, Our policy, ana which IT think 18 


good, has been to market direct and for instance in the 
? 


Provinee of Alberta we have refrained from selling other 
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jobbers. The Only main jobber we have in this Province 
is the Great Jest Distributors. 

Q I take it that your competitors sell to jobbers? 

4 Yes. 

Q and the jobber cannot increase the consumption in the 
Province I take it but the actively alive jobber might 
buy from a competitor of yours and reduce your volume 
I take it? 

A Naturally, sir. 

Q So you not only have your own jobbers but you have been 
selling to them to keep up your volume and keep your 
position in the field? 

A Just that one jobber. 


Your relative position? 


& 


A Yes; in other words I fell that. whilst we sell as I said 
the Great Jest Distributors at a price of 11% cents, 
standard gasoline, Calgary, whilst we do not make but very 
little if anything out of it, it does assist us in that 
throughput of our plant and helps to reduce somewhat the 

cost of our own sales that are sold direct and if we did 
not have that somebody else would get the beneift and no 
doubt in addition eat into our direct sales by the use of 
that jobber maybe at lower prices, by selling at lower 


prices than we cane 


As I understand you as a marketing man, as a marketing man, 


LO 


you say under existing conditions Nye find it desirable to 
sell to the jobber", but as a marketing Man you say that 
you can think of no reason why they are essential to this 
service of the disposition of oil? 


f No BO “Long -as---—" 


Q If they can be eliminated? 
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Not so long as there is anple distribution to supply the 
requiresients and the service necessary in the Province. 
and you believe that to be so, you believe the corlpanies 
san function? 

I ao.g¢sahr. 

Satisfuctorily without the intervention of jobbers? 

I gannot see why not. 

fnd so you say that if this be an ovil,without.sivinag it, not 
perhaps using that word which might have a sinister nean= 
ing, but if this be adding to the cost of gasoline, it 
lies in the hands of those who control the licensing to 
put an end to it? 

Yes, that is what that regulation I think was put into 
effect to do, to curtail excessive distribution or un- 
necessary distribution, was the reason for the regula- 
tion and my understanding was that it was simply then a 
case of justifying further distribution was necessary 

by necessity or convenience. 

and if you can get your products, if you did not have 
iceeelleany part of it, if no one could sell.any prod= 
ucts through a jobber, then that ought to effect the 
cost to the consumer, should it not, you would be sell~ 
ing more economically, if you sold the total volume you 
are selling today and sold it direct, you woulda be sell~ 
ing it more cheaply? 

I do not think so very much because it is the over-all 


with us. 


You would get the same volume and you would not have to 


make a cut to the jobber, why couldn't you sell it more 
cheaply? 


jell when we take our marketing costs off the tank waggon 
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price as we have shown here, I think they pretty well 
take care of that difference between the tank waggon 

and the differential that the Great iest are gett ing 

from us to a great extent. You have certain fixed 
Charges and so forth that you are not g0ling to eliminate 
even if you had more volume of business, that is direct 
business. 

That is right? 

For instance that price is liz cents ap against the net 
tank waggon of 15% cente in Calgary and our marke ting 
cost is 4.2é, that is our direct uarketing cost. 

viJOk LIPSETT: Yes, but as this not ¢ 
refinery profit, supposing you sold your same volune 

that you have today and instead of getting 112 for say 
One-third of it and your 15% for the remaining two-thirds, 
would you not be able to reduce the refinery price if 
that proportion of that 11% went up $ OLle plese batwean 
the two? 

I do not think it would make very much difference. 

Then what is the reason behind your view, ure siller, that 
the jobber should be eliminated? 

well I do not say he should be, sir. I saic that if he 
was not there We could sell the products direct providing 
we had the distribution and the facilities for so doing. 
But would that mean anything more than the suggestion is 
that by regulation or by legislation, the Great jiest Dis- 
tributors should be put cut of business so that your 
Company would get the beneift, if there is no benefit to 
the consumer? 


No sir. ily thought on the regulations as existed, Govern- 
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aent licenses, was this that if that was na inta inea 
rigidly froa the year 1936 that as your consumption 

had increased or will increase in the future and with 

the extra number of outlets it would make the various 
outlets of the distribution, retail ana everuthing else, 
possibly more economical and fight assist in cutting 
costs sonewhere after a certain period of time had gone 
bye Naturally if you have fewer outlets you are going 

to have greater volume. 

vite FRAWLLY: Of course I would like to 
have the Cocusission understand the significance behind 
that. ‘You suggest as of 1956 the marketing system in 
jlberta should have been frozen and then in the year 1936 
these Alberta companies coming along, sro wayland and ur. 
Plotkins, .ire Becker, just do not give them licenses at 
all; 1967 just comes around and just do not give them 
licenses at all, you want more stations, treat you the 
sane way of course , just let us understand what would 

be the result in freezing the situation as it was in 1956? 
Well whet was the reason of the reguletion? 

Well now that is another thing? 

mRe iSGLLOD: Does not the jobber create a 
denand and assist in creating a demand, the demand coiles 


no doubt as buyers, but is he not a factor, anotter 


to you 

factor in creating the demand, in other words. why sell 
oe ; os 

him at all and create opponition to yourself? 


THe CHALTRi wis That is what I would like to 


explore. 


ct ECLLOD: They say they siust do nly re ae: 
dwt Te ob ats u e 


competition, and that is the question, only it runs it back 
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THs CHAIR IN: Certainly. 
tue WACLIOD: YOu cannot imagine them, 
unless there is some good reason for doing it, selling 
to somebody to create competition to thetiselves, you 
just put the question back to the Imperial, why does the 
imperial do it, it seems to me the answer in our brief is 


that all these people create, co-operate to create an in- 


Greased demand. 

THS CHALTRMAN: “ves, what I would like ex- 
plored is this, the jobbers make X dollars out of this 
industry, they are not operating at a loss, they are mak- 
ing a profit or they are not going to stay in business, 
they make X dollars out of it and we are told by this 
witness that there is no reason why the companies shoulda 


not operate themselves direct.» Now if they took out of 


their pockets that, which permits of the jobber making 
X dollars and they could do this themselves, why should 
not that body which siust be deemed to be,-and I Go not 
use the word offensively,-a parasite if that view be 
accepted, be eliminated and the public get the benefit 
or the producer or somebody get the benefit of the xX 
dollars. Now lur. Macleod suggests that they stimulate 


consumption. well at the moment I cannot imagine anyone 


being talked into fiiling his tank with gasoline if he 


does not need it for his oar and if he has a car he has 


toenave: 1Li--=— 


wRe FRAWLEY: wnd when the gasolines are 
all standardized by the industry, then it does seem to me 


to be a peculiar situation to imagine that I would go 
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running around to satisfy ay demand, instead of taking it 
at the first place I come to. 

wAJOR LIPSETT: IE suppose ir. Wacleod is 
putting it a little differently to that, he is put ting 

it that if he has a Jobber he is Stimulating the demand 

for that particular Couumodity, that particular brand, as 
distinct from the general sale of gasoline as such. 

THo CHA Thal: Quite so, one can see, it 
depends on how small a jobber you get, whether it will 

be an advantage to you over your competitors, where all 
have jobbers, but that does not touch the point whether 
they should be eliminated or not, on the principle that 
there will be only so much gasoline sold to so many cars 

in alberta anyway, you create a demand for boots perhaps 

by talking people into buying them but you cannot surely, 
except a8 against each other, persuade people to use more 
than the total amount of gasoline which their cars will 
consume in the usual operation. 

IMaid OR LILPSETT: iiight this be one way of 
putting it, ur. rliller, if you can sell at 11% cents to 
Great West Distributors, why should you not make that the 
price for everybody or some figure near it? 

I think on the overall, wir. Commissioner, you will see 
where we might be very glad if we got that price, to 
everybody. 

I mean it is the sort of thing that has to be considered by 
us at some stage and I am just putting it to you, if it was 
said thet the refinery price should be a certain figure 
based on your jobber's price today and if that was the rule 
With all companies, would that not give a substantial ben- 


efit to the public and at the sai.e time give the sate re- 
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finery cost and profits to the refinery as it is today, 
by cutting out the additional handling and the addition- 
al source of profit in the intermediate stege? 
TOU se6y Mir. Commissioner, that, take your net price at 
Calgary 15.50 and then we take our harketing cost of 4.25, 
there is 11.35---- 
lik. HARVIL: Actually the marketing cost 
is 4.25 which would leave you 11.27, which you would net 
back at the refinery, whereas the Great west Distributors, 
you net back (1.25 or 1/50th of 1 cent per gallon? 
11.25 per gallon. 
iuAJOR LIPSEHTT: Does not that bring out the 
further suggestion that on that basis the Great West Dis- 
tributors could buy your products and make a profit, if 
they can do that, that your marketing cost must be too 
high? 
I do not know what profit----- 
Hither that or that they must .be able to murket considerably 
lower than you can? 
I do not know what their costs are, sir, and I do not think 
I can add very much more to what I have said regarding the 
jobber's position and it would look to me, I think that the 
best correction, if any, of the whole picture, could have 


been made by the regulations which exist which was to cur- 


tail licenses. 


THER CHALH:AAN: yan there be any reason for 
these companies selling the jobbers at all under any cir- 


cumstances, other than the reason that you might, you night 


find the jobbers starting up a refinery and providing you 


with more competition, is there any other single sensible 
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reason you Gan give us for having jobbers; now I am 
talking about having then, as Opposed to there being 
none at all, not just your company? 

i The thing thet I can offer is that naturally in a 
highly competitive field ana 4g highly competitive ine 
dustry we are desirous not only of holding our percent- 
age and that it is necessary to maintein our costs but 
if possible to increase that percentage and while our 
policy has always been one of direct warketing when we 
Operate in any area in Ganada where-there is an inter- 
mediate operation, which IL tera the jobber, we have to 
see that we secure our share of that hb business in 
order to take care of our costs on the over-all. 

Q. Now assume with me that it would be possible to do away 
with them entirely so that none of your competitors 

would have a jobber either, just assume that for a moment, 
Gan you see any disadvantaye to the industry, producers 
or refiners or consumers, other thun that you might find 


yourselves faced with another competitor in the refining 


field? 


(Go to number 11,235 ) 
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T osnnot sey ony more, Mr. Chrimen, you say ve might 
find ourselves faced with another competitor in the 
refining field. Yell, do you mean by that he will still 
have his distribution to supply from the refinery? 

He might go into the refining business, perhaps. I mean- 
that is conceiv. blc? 

But not marketing. You would say there would not be any? 
I say you are a refiner now. You are marketing your 
products partly through jobbers, and I am suggesting to 
you for your consideration there would be no disadvantage 
in jobbers being eliminated entirely unless it might be 
that the jobber that was so eliminated might go into the 
refining business and be a competitor of yours in market- 
ine iis Own products thet he has so refined’? 

We would lose that through-put, and it would no doubt 
increase our costs if we lose it. 

Of course that is 4 risk you run as long as there is any 
capital in the world anywhere to have 4 refinery set up? 
Met is quite right. 

Tt is no more apt to come from the jobber than any other 


person with surplus capital who thinks the refining business 


is a good one? 


Thet is right. 


RAY it MacKkenzi nH se. a8 
MR. FRAWLEY: Mr. MacKenzie the 


potential refiner, even with the price you are giving him. 
There is the possibility thet he has the capital and as the 


Dae eek fe 
Chairman says he will go ana build his fefinery: 


He might. 


MR. COMTAISSIONGR LIPSEIT: He might not do that as long 


as he is getting an attractive price. Now what exactly, 
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A. H. Miller 


Mr. Miller, have the Great West in Calgary? Have they 


@ dealer system of their om in Calgary similar to the 
dealer system you have? 

A My understanding of the Great West is that they have a 
certain main bulk plantsand then they supply from those 
bulk plants their distributors with combination, whole- 
sale and retail facilities which are there. In other words, 
they are run by individuals and they sell wholesale ana 
retail. They have some Simiiarity to the new form of 
distribution we are putting in. 4&ll their transportation 
is by truck. In other words, they are able to haul direot 
from the refinery just the same as they would be if they 
were hauling from Montana direct to their bulk plant, and 
they unload into those bulk plants by truck and make 
distribution from there also by truck. 

Q They have complete distribution through a portion of the 


province similar to what the refining companies would have? 


A Hee-s4r as i know, they have...srsecus bis 
MR. FRAWLEY : 137 points? 

A 137 points according to the map which you have here. 

Q THE CHAIRMAN: Do they duplicate your 


stations anywhere? 
A In some places, yes, and others, they are operating 


where we are not. It might be 50-50, Mr. Chairman. 


Q MR. COMMISSIONER LIPSETT: Do they sell their products 


4 under a trade name of their own? 
Yes, they have their trade name, Red Head, for their 
gasoline, and Red Head Motor Oil. 
It is a remarkable situation to be in competition with 


your own jobber or your own product under another name. 
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MR. FRAWLEY: 
Mr. Nolan is in competition 

in lots of places with his jobber. 

MR. COMMISSIONER LIPSETT: Would you be up against 

this problem if you decided to eliminate them? They have 


everything there except the actual refinery or producing 


plant? 
A That is right, Sir. He is a merketer and not a refiner. 
MR. FRAWLEY: Theat particular jobber 


disposed of 4,745,8152 eallons in 1938. 
Q MR. COMMISSIONER LIPS#®TT: He was in business long 
before 1936? 
MR. FRAWLEY: Oh yes. You cannot charge 
him up to that statute. 
Q Mr. Miller, just we question about the Southern Alberta 
situation. Would it be a great deal of trouble if you 
would file a statement showirg the cost of supplying 
gasoline through your wholesale outlets in Southern 
Alberta. That is, cases where you have to actually pay 
out money in freight rates to get it down there over and 
above what you are able to get in the posted tank wagon 
price’? 


A Weleoutd & it, but it is a big job. 


I think it would be useful, because we have exactly 


&> 


the same thing from the Imperial Oil? 


A You know the picture in general. It is simply a case 


e we are meeting cut-throat competition from Montana, 
in Pact, 


wher 


You know pretty well what the allowances are. 


I have given you the allowanees at those points. 


Cottle thinks he should have it? 
Cottle, of the allowances 
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A I have given you the list, Mr. 
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a *eitect at’ those places. You have your Treignt 


rates, 
If I had Mr. Halverson's EXE bit) “I could ow you 


in a minvte what I want, but I will be glad to show 

Mr. Harvie that privately? 

reso, NOtrmind letting you have Lt, (but 4 toeieoes big 

JOOS MO work that back’. 

Mr. Cottle will discuss with Mr. Bronsden what he wishes 
on that. Now, I would ask you for something that is 
perhaps not a great deal of trouble, to take your map 
which is part of Exhibit “442", and superimpose on that 
map all. of your dealer-distributor points, with a Little 
green dot or something, which would show just where your 


distribution is in those district zones you have been 


speaking of? 
ee CLI Ue 
I think that is all with this exception. I have mentioned 


it to Mr.Harvie, but I would like to have the statement 


on the record, the operations of your other jobber, the 


Bell Refining Company, because after all they are in the 


position of a jobber, a merketing jobber. You spoke of 


aD Ve j Ss 
heving one. You really have the Great West Distributor 


and your own wholly-owned subsidiary, the Bell Refinery? 


T gave you 


You asked us for the financial statement. 


the prices that they were selling at in Volume Number 1, 

and you asked for the financial statement regarding theis 

oa vom, and’ 1 said that Mr. Bronsden would let you 
LL fe ) ae 


have the”. He has it. 
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I would like as much about the Bell Refining Company 


as I have for instance fron the Imperial on the Maple Leaf, 
their wholly-owned jobber-distributor. I would like all 
about it. I only mention it for the purnoses of the 
record. JI have given it to Mr. Harvie and asked him to 

be good enough to have that Romaisds «thea money invested, 


and all about it? 


THE CHATRMAN: That is lir. Bronsden'ts 
pLleture? 

Yes. 

MR. FRAWLEY: Some of it is ir. Miller's, 


but IT do not want to deal with that now, but E want it 
made available. 

I am sure Mr. Bronsden will let you have it. 

THE CHAIRMAN: what do you say is the 
difference between the cost of marketing facilities - 
Mr. Harvie was citing figures a moment ago, the cost of 
marketing through the Greet ‘est Distributors? 

Based on the Calgary tenk wagon? 


Yes? 
154¢ is our price. 11li¢ for the Great test. 


MR. HARVIE: And leaves a netback of 11.25? 


What is that cost again? 


Seo 1G.Our cost? 
15i¢ Calgary,less our marketing costs is 11.27. We sell 
to the Great West at Calgary at Tw eos 


THE CHAIRMAN: How do you account for 
this narrow margin and the set-up of the distributing 


system of your own and everything? How is it possible 


for him unless as has been sugsested your marketing costs 
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A 


are too high? 


I do not know a ereat deal, Mr. Chairman, about their 


Operetions except that they have a large lubricating oil 


business. No doubt Mr. Frawley has €ot the figures on that. 


And their entire Operation is by their own transport. Tf 

do not know what lines Of merchandise they sell, 

MR. HARVIPE: : You do not Supply them their 
lubricating oils ang their other lines of merchandise? 

No, the only thing we supply them with is our own refined 
Pient O11) 4 

MR. FRAWLEY: Mr. Chairman, you might take it 
if you consider asking the Witness any further questions 
that that company is making a nice profit, Mr. Cottle tells 
me they are, on their whole Operation. Well Mi. Cottle 


says that I should not use any adjectives, but it is 


profitable. 

MR. COMMISSIONER LIPSETT: They may be handling more 
products. 

MR. HARVIE: Yes, and they may be mking 


money on their lubricating oil. 


THE CHATRWWAN: I suppose we will hear 


from them. 


MR HARVIE: And they might just be in 


the profitable market, Mr. Chairman. 


MR. FRAWLEY: Profitable places? 


MR. HARVIE: Yes. 
Naturally that is the usual thing for any operator, 
outside of the companies fully integrated with wide 


the 
distribution as we have, they always go into where th 
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greatest potential exists and Stay out of the areas 
where the potential 1s small. 
TH CHAIRMAN: ‘hich would be added reason 
for their elimination as far as you are concerned. 

MR. HARVIE: rr. Miller, res on that 
point, would it be necessary for what we might call yg | 
fully integrated coipany, that is those that are operating 
in Alberta to increase their capital investment to look 
after the entire business if the so-called jobber business 
was eliminated? 

Would it be possible for them to increase? 

Would it be necessary for them to? 

Very little if any. 

Over the facilities you are already provided with? 


Yes, over the facilities we have. 


aren Rn pone Pb 


Is it the.case that some of the jobbers if not the 
majority of them really started up in business when your 
gasolines were being brought in to the West from the 
States? Or have some of them started up since we have 


been more or less self-contained from the refining and 


production standpoint? 
I think the biggest increase has been during the past 


eight years, and more particularly during the past three 


years. 


Q THE CHAIRMAN: Have they a useful purpose 


to serve in keeping the element of competition alive 


and active. That is to say, if the refiners in Alberta 


unreasonable prices for their products, 


saying "All right, 


were asking 


might not the jobber play some part in 
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we will bring it in from elsewhere, from i’ontana2" 


A IT do not think they serve any purpose there, Mr. Ghairman, 
because as far as our Company is concerned, our policy is 
to market the best quality for the lowest Drice? JT anink 
the statement that we have Submitted in conneotion with 
Our marketing costs together with those thet Mr. Bronsden 
is going to submit, will be very indisative.of thats 

Q ifR. FRAWLEY: Mr. Miller, just following 
what the Chairman said a moment ago. Have they not other 
than that one threat thet they might come in and build a 
refinery they have no real threat that they will go else- 
where and get it cheaper and bring it in at a lesser landed 
cost than your prices? 

A fivdo not. get your point. 

Q The Chairman said to you a moment ago, are they not pethaps 
keeping alive the element of competition, and might they 
not say to you "We will go elsewhere. You just give us 
thas. orice .or we will go elsewhere andeget as good a price 


or a better price.” Can thay do that effectively with 
your company? 


A That would seem the only thing todo. I think that is 


natural anyway where there is competition regardless of 


what the merchandise might be. and as I have said to you 


there, notwithstanding the fact that that is, the best 


price we have given them, they could have bought for less 
their entire requirements for south of Calgary, Tor tess 
money than we have sold them for as far as farm products 
I 


are concerned. Referring to distillate and tractor 


gasoline. 
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Then we are back unfortunately to where we were a short 
time ago. They certainly cannot bring miahaaea fasoline 
into Alberta at any better price than for instande the 
Texas Company of Canada igs paying? 

They could have done on many occasions, Mr, rrawley, 

in the last two or three years. 

You keep emphasizing that so T @uess there is sone point 

in it. But I am talking about today. Today they could not, 
that is surely so? 

You are basing your statement, I assume, when you speak 

oY the price the Texas Company are importing it to Canada...... 
Just because it looks like a low price, 74¢, compared to 
anything I have seen? 

so Tar as the information I have, it may be that is the 
Texas price but the other companies ere operating In 


Montana besides the Texas and have been selling lower than 


the Texas. 


Selling standard gasoline at less than 74¢? 


Selling standard gasoline. 
bev meate.) you, thatlis 644, the price in Us Se galions? 


Gasoline, Mr. Frawley, does not have to be leaded to be 
standard gasoline. 


Well, any gasoline. I quite agree. But I do not care. 


we will co back to your “xhibit. You sent a man down there 


but I do not think he got eny non-leaded prices at all. 
The leaded prices he got were 7¢ and BE? 
Yell, as I said, gasoline does not have to be leaded to be 


standard gasoline. 
It certainly does not. But we have no information about that. 
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Do you say non-leadea Sasoline can be bought from 


the r i j ; i re 
efineries in Montana at less than 62¢ a wine gallon? 


I do not say non-leaded gasoline can be bought. TI say 

I believe in the last two or three years that standard 
gasoline could have been purehased from refiners in the 
State of Montana at a lower price than 62¢ that you refer to 
that the Texas Company pays. And in thet picture we are 
going to draw for you I hope to be able to illustrate thet. 
THR CHATRIZAN s i suppose after all 

Mr. MacKenzie is the most useful man to tell us the useful 
purposes that the jobbers serve? 

MR. PRAWLEY: And the North Star, 

because they are even bigger, 

Peroul ad unanie so, Sir. 

THE CHATRMAN: But you see that is just 
telling their side of it. I want the comnany's side, 

the marketer, the refiner and marketer. If they should 

be eliminated what harm would happen to the industry 

Or the public or anyone else. Is there not &@ saving 


necessarily? 


I think there should be a slight saving but it would 


take time to figure out what that slight saving might be. 


MR. COMMISSIONER LIPSETT: Unless there was a saving, 


Mr. Miller, from my point of view we should not suggest 


eliminating the jobber unless it is going to give a cheaper 


commodity to the public*® 
I do not know, Mr. Commissioner. 
Would that not simply be benefitting one company at the 


expense of the other? 


THE CHAIRVAN: Surely every operation that 
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you have in conrs ction with a commodity that costs money 
is an inefficient operation, if tt is unnecessary, and 
adds some way to the cost of The product. -eleam es long 
Way from saying it is unnecessary, ‘.¢ will no doubt hear 
and perhans be quite convinced that jobers are entirely 
necessary from those who are jobbers. But in the meantime 
the man who is employing the jobbers should know whether 
or not they are essential from his stendpoint and not 
from the jobbers standpoint? 

t am not employing him. He runs his owm business. 

“hen I sey employing him, you are marketing some of your 


products through him? 


me buys Trom us. 


Pee Ra LSy : Melis, cherents- e108 
THE CHATRE AN: it temtoe old ‘story oD 


the middle-man. All right, thank you very much, Mrdvifller. 
MRs HARVIE: EF now have the inform tion, 
Mr. Chairman, to complete the information asked for in 
VolUmG o, exhibit "468" as to the gallonage ~sfunded 

for the calendar year 1938. Wr. Frawley las been eg 


enough to obtain that by wire from “dmonton. 

THe CHAT RAMAN: What book do we change, 
and where? 
MR. HARVIE: It is to be added to 
Volume 3 on the last page. 
MR. COMMISSION<“R LIPSETT: The 


NOUr 


MR. HARVIG: I think it is on the last 


pages 


MR. COMMISSION"R LIVSSTT: Gh yes, 
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H. Miller 


MR. HARVI®: On the first line, 


the year 1938, Consumption in Gallons, Total Taxed 
Productsis 75,725,000. ‘tie go on to the gallonage refunded 
and that is blank. That shoula be 9,265,0122 gallons, 
MR. COMMISSIONER Lipszpr: That is just eroung 

5¢ millions, is it not? 

MR.s HARVIE: Thet is correct. Ags you 
will note, that is g large decrease from the preceding 
year which was some 19 million. 

MR. COMMISSIONER LIFSETT; Then the figure this 
morning, Mr. Harvie, may be struck out? 

MR. HARVI®: Yes, entirely. 

BA. PRAWLEY:: Mr. Bronsden is the 

next Witness, and could hardly more than get started. 
There might be some purpose in his filing his material 

if there is any value in us seeing it before he talks 
SUGtusits  l5Ut L laave that té Mr. Harvie, as I have not 
B66n it at all, 

MR. HARVIT: Mr. Bronsden says he thinks 
possibly he wuld prefer to present it in the usual way 


while in the box. 


Hi CHATRMAN: All right. ¥Y O'elook, 
MR. HARVIS: Mr. Miller, I presume, is 
released? 
Yes. We have nothing more 


THE CHAIRMAN; 
from Mr.Miller. D. you require Mr. Miller? 

MR. PRAWLEY : I do not think 806. 
THE CHAIRMAN: Mr. Nolan. JI did not ask you 


if you wished to ask Mr. Miller any Questions. 


MR. NOLAN: No, thank you. 
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THE CHAIRMAN: 


[ -am-sorry, itr Macleod? 


MR. MACLEOD: No, thank you 


(At this stage the Hearing was adjourned until 9:00 a. m. 
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